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Preface 


The sailing crew on the cover faces many of the same goals and challenges as any orga- 
nization in our unpredictable business environment. Success and possibly survival 
depend on a well designed boat with a carefully selected and thoroughly trained crew 
that understands the strategy of the race. They must be able to quickly adjust the sails, 
rigging, and rudder to keep moving forward and somehow gain a competitive advan- 
tage. Some external factors such as the competition may be visible and predictable, but 
invisible factors such as the wind and waves may be unpredictable and require minor 
adjustments or a major change in strategy. 

When organizations face challenges such as an economy in recession, they depend on 
thoroughly trained professionals who react quickly to the changes in the 
environment and create strategies for success. Human Resource Manage- 
ment (HRM) is responsible for carefully selecting and training people with i ; 
the necessary skills to pursue the strategy effectively. Some external fac- and possibly survival depends on a good 


tors can be predicted; others, such as the collapse of large banks and crew that understands the strategy and can 
insurance companies, can seemingly come out of nowhere. The challenges ada pt quick ly tothe An pre dictable 


Like a crew sailing an ocean race, success 


have been coming fast and furious recently as organizations struggle to i 
adjust strategy in the face of a tumbling stock market, widespread layoffs, environment. 
bankruptcies of companies once considered to be icons in their industries, 
an increasingly global environment, changes brought by a new U.S. president, and technol- 
ogy that has made social networking a mainstream tool for business—just to name a few! 
Welcome to the tenth edition of Fundamentals of Human Resource Management. It is 
truly an exciting time to be studying Human Resource Management. We appreciate 
that you are taking time to read this preface to get a better understanding of the text 
and the resources for learning it includes. 


About the Book 


Students taking an HRM class are very likely to be taking it as an elective class or a first 
class toward an HRM major. Both of these groups need a strong foundation book that 
provides the essential elements of HRM as well as a clear understanding of how HRM 
links with business strategy. It is becoming increasingly important for employees on every 
level of the organization to understand HRM elements such as recruitment, training, 
motivation, retention, safety, and the legal environment. These fundamentals will not cre- 
ate experts in HRM, yet for those who wish to become experts, this book will provide that 
strong foundation upon which additional coursework in HRM can be built. The objec- 
tives and content in this text have been created to be compatible with the content areas 
and curriculum templates developed and suggested by the Society of Human Resource 
Management (SHRM). The minimum HR content areas as identified by SHRM include: 


Compensation, benefits, and total rewards 
Employee and labor relations 

Employment law 

History of HR and its role 

HR and globalization 

HR and mergers and acquisitions 

HR and organizational strategy 

Human resource information systems (HRIS) 
Measuring HR outcomes and the bottom line 
Occupational health, safety, and security 
Performance appraisal and feedback 
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m Recruiting and selection 
m Workforce planning and talent management 


Content of the text has also been developed to provide a background in the func- 
tional areas identified by the HR Certification Institute (HRCI) for the exams for certi- 
fication for Professional in Human Resources (PHR), Senior Professional in Human 
Resources (SPHR) and Global Professional in Human Resources (GPHR). 

Our goal has been to produce a text that addresses these critical foundations of 
HRM, yet provide the most current reference possible for the dynamic present and 
unpredictable future environment of HRM. All research has been updated and exam- 
ples have been kept as current as possible considering the timeline necessary for pub- 
lishing a textbook. Some examples will undoubtedly change quickly and unexpect- 
edly. Please consider this an opportunity to research how and why these changes took 
place and their implications for HRM. Many sources for research and updates have 
been included in the chapter content and HRM Workshop learning activities. 


Several Content Topics New in This Edition 


Ninety percent of the chapters have completely new opening vignettes to add interest 
and application of concepts as well as end-of-chapter case applications that challenge a 
student’s understanding of the chapter’s material. Updates and additions to research, 
current example, and assignments are too numerous to mention. New topics and other 
substantial additions to the text include: 


New to Chapter 1: International diversity; HRM challenges 

New to Chapter 2: In the name of strategy; Increased emphasis on link between HR 
and business strategy; HR careers; Outsourcing HR 

New to Chapter 3: Small business and the USERRA and VIBA; Recruiting diversity; 
English-only rules; EEOC and younger workers 

New to Chapter 4: Chapter title changed to “Employee Rights and Discipline”; 
Communication moved to Chapter Eight; Employee discipline; Employee dismissal; 
Company monitoring of employees; Workplace romance and fraternization policies 

New to Chapter 5: Department of Labor O*NET database and content model, 
Turnover at transportation; Communication skills activity 

New to Chapter 6: Employment branding 

New to Chapter 7: Acceptable and unacceptable interview questions; Facebook and 
LinkedIn; Effective interviewing; Creating effective interview questions activity 

New to Chapter 8: Employee handbook section moved from Chapter 4 

New to Chapter 9: Career; Growing/declining jobs 

New to Chapter 10: Technology in the appraisal process; Creating a performance ap- 
praisal team activity; How to write effective appraisal comments 

New to Chapter 11: Salary negotiation and discrimination; Violations of Fair Labor 
Standards Act; Merit pay learning activity 

New to Chapter 12: Social Security and the “Silver Tsunami”; Reducing health-care costs 
for employers; Decline of defined benefit retirement plans; Paid time off (PTO) 

New to Chapter 13: OSHA assistance to employers; OSHA’s top ten violations 

New to Chapter 14: Increased coverage and illustration of right-to-work laws; 
Wal-Mart and unions 


Features to Encourage Learning 


Our experience has shown us that students are more likely to read a text when the read- 
ing is straightforward and conversational, the topics flow logically, and the authors 
make extensive use of examples to illustrate concepts. Students also remember and 
understand the concepts and practices most clearly when they are illustrated through 
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examples, so we’ve used a wealth of examples to clarify ideas and build interest. The last 
year has provided unusual challenges to providing current examples. The financial cri- 
sis and recession that descended on the United States in the fall of 2008 saw the failure 
or bankruptcy of companies that were formerly considered to be well run and highly 
admired. Human Resource professionals worried about attracting enough qualified 
talent were suddenly faced with laying off thousands of workers, and possibly eliminat- 
ing their own positions. The world has not stopped changing as this text goes into 
print. As you discover that the circumstances of a particular company have changed 
dramatically since the text was published, please consider it an opportunity to research 
and learn why the change occurred and the role HR has in the change. 

We have also tried to write this edition in a clear, concise, and conversational style. 
Students taking the class online may appreciate a text that is more conversational since 
they usually do not have regular face-to-face interaction with faculty or classmates. 
These factors guided us in developing this text as a highly effective learning tool. Let’s 
take a look as some of the features of the text that facilitate learning: 


Learning Outcomes 


Learning outcomes identify specifically what the reader should gain after reading the 
chapter. These outcomes are designed to focus students’ attention on major topics 
within each chapter. Each outcome is a key learning component for our readers. Learn- 
ing outcomes were carefully examined and updated for this tenth edition. 


Chapter Summaries 


Just as outcomes tell the readers where they are going, chapter summaries remind read- 
ers where they have been. Each chapter of the book concludes with a concise summary 
directly linked to the learning outcomes identified at the beginning of each chapter. 


Key Terms 


Throughout the chapter, key terms are highlighted where they first appear in the text 
and are defined in the margin as well as in the Glossary section in the back of the book. 
Key terms are also listed at the end of each chapter as a reminder of the major terms 
defined in the material just read. 


Review and Discussion Questions 


Every chapter in this book contains a set of review and discussion questions. If students 
have read and understood the concepts of the chapter, they should be able to answer the 
review questions. These reading-for-comprehension questions are drawn directly from 
the chapter material. The discussion questions go beyond comprehension. They’re 
designed to foster higher order thinking skills by requiring readers to apply, integrate, 
synthesize, or evaluate an HRM concept. The Linking Concepts to Practice discussion 
questions will allow students to demonstrate that they not only know the facts in the 
chapter, but they can also use those facts to deal with more complex issues. They also 
make great “lecture break” discussion questions for small or large groups. 


HRM Workshop 


It’s not enough to just know about Human Resource Management. Students entering 
HRM today need a variety of skills for career success. The HRM Workshop sections at the 
end of each chapter are designed to help students build analytical, diagnostic, team- 
building, investigative, presentation, communication, and writing skills. We address these 
skill areas in several ways. A section called “Developing Diagnostic and Analytical Skills” 
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includes current case studies of real companies with questions designed to build critical 
thinking and decision-making skills along with diagnostic and analytical skills. “Working 
with a Team” includes thought-provoking scenarios for team discussions in class or team 
projects outside of class. A section called “Learning an HRM Skill” includes skill-building 
activities that concentrate on the personal competencies necessary for HRM career suc- 
cess as identified by the Society of Human Resource Management (SHRM). Finally, 
“Enhancing Your Communication Skills” includes activities that develop important 
research, writing, and presentation skills. Many of these activities include short research 
papers or class presentations using presentation software or short videos found online. 


PowerPoint 


One piece of feedback we received from students was that many of their professors were 
using PowerPoint slides and students were spending considerable time copying the slides. 
They requested that we help them take better notes by including on our Web site copies 
of the slides a professor may use. Accordingly, we’ve provided these PowerPoint slides that 
accompany each chapter on the student companion site. 


Supplemental Material 


This book is supported by a comprehensive learning package that helps instructors cre- 
ate a motivating environment and provides students with additional instruments for 
understanding and reviewing major concepts. The following resources can be found on 
the instructor and student companion sites at www.wiley.com/college/decenzo. 


Instructor’s Resource Guide 


This includes, for each chapter, a chapter overview, a description of additional features 
within the chapter, a chapter outline, additional lecture and activity suggestions, 
answers to class exercises, answers to case applications, and additional review and dis- 
cussion questions. 


PowerPoint 


A robust set of PowerPoint slides developed to help enhance your lectures are provided 
for each chapter. An image bank, containing all of the illustrations from the text, is also 
provided for inclusion in PowerPoint presentations. The slides have also been provided 
in handout form on the student companion site. 


Test Bank 


This resource contains approximately eighty questions per chapter, including multiple 
choice, true/false, matching, and completion questions. 


Computerized Test Bank 


This test bank, powered by Diploma, allows instructors to customize quizzes and 
exams for each chapter. 


Video Package 


Students rarely follow current events in newspapers or from traditional evening news 
shows on television. Many depend upon online sources that may only include headlines or 
cable shows such as Comedy Central’s The Daily Show. A DVD has been developed for this 
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course that contains a selection of film clips that relate to various topics throughout 
the text. These can be used to introduce topics, provide group activities during class, or 
provide background for class discussion. A learning guide for the videos is available on 
the instructor companion Web site. 


Student Web Quizzes 


Online quizzes, varying in level of difficulty, are designed to help students evaluate 
their individual chapter progress. Here, students will have the ability to test themselves 
with fifteen questions per chapter. 


WileyPLUS 


This online course management system provides an integrated suite of teaching and 
learning resources, along with a complete online version of the text, in one easy-to-use 
Web site. WileyPLUS will help you create class presentations, create assignments, auto- 
mate the assigning and grading of homework or quizzes, track student progress, and 
administer your course. It also includes pre- and post-lecture quizzes, flashcards of key 
terms, and more. For more information, go to www.wiley.com/college/wileyplus. 
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To: Our Readers 
From: Dave DeCenzo, Steve Robbins, and Susan Verhulst 


Subject: How to Get the Most Out of This Text 


All authors of a textbook generally include a preface that describes why they wrote the 
book and what’s unique about it, and then thank a lot of people for the role they 
played in getting the book completed. Well, we’re no different. We just did that, too. 
But it has become crystal clear to us that two things are common about a book’s pref- 
ace. First, it’s usually written for the professor, especially one who’s considering select- 
ing the book. Second, students usually don’t read the preface. That’s unfortunate 
because it often includes information that students would find useful. 

As authors, we do listen to our customers. And many of ours have told us that 
they'd enjoy some input from us. So we’ve written this memo. Our purpose is to 
provide you with our ideas about the book, how it was put together, and more impor- 
tant how you can use it to better understand the field of HRM and do better in this 
class! 

This book was written to provide you with the foundations of HRM. Whether you 
intend to work in HRM or not, most of these elements will affect you at some point in 
your career. How? Take, for example, the performance appraisal. Although you might 
not currently be in a position to evaluate another individual’s work performance, if 
you are working, you’re more than likely to have your performance appraised. For that 
matter, each time you take an exam in a class, your performance is being evaluated. 
Consequently, it’s important for you to have an understanding of how it should work, 
and the potential problems that may exist. 

We begin Part 1 of this book with an emphasis on providing you with an overview 
of the ever-changing world of work and the effect it is having on HRM. With that as a 
foundation, we then proceed to introduce you to HRM, its approach, the link to orga- 
nizational strategy, and the different roles HR plays. In Part 2, we turn our attention 
to the laws that affect HRM activities. Much of how HRM operates is guided by legis- 
lation and court decisions that prohibit practices that adversely affect certain groups 
of people. Without a good understanding of these laws, an organization’s 
performance can suffer, and the organization can be vulnerable to costly lawsuits. Part 
2 ends with a discussion of several areas focusing on employee rights. 

Parts 3 through 5 provide coverage of the fundamental activities that exist in 
HRM. Part 3 explores the staffing function, with discussions on employment recruit- 
ing and selection. Part 4 addresses means for socializing, training, and developing 
employees. Part 5 looks at how organizations encourage high performance by evalu- 
ating, paying, and rewarding its employees. Much of the discussion in Parts 2 
through 5 reflects typical activities in an organization that is not unionized. When 
a union is present, however, many of these practices might need modification to 
comply with another set of laws. As such, we reserved the final chapter for dealing 
with labor-management relations. 

While we are confident that completing the 14 chapters contained in this book 
will provide the fundamentals of HRM, a text has to offer more. It should not only 
cover topics (we hope, in an interesting and lively way), it should also assist in the 
learning process. It should be written in such a way that you can understand it, it 
keeps your attention, and it provides you an opportunity for feedback. We think we’ve 
met each of these goals. Of course, only you can be the judge of our claim. But let’s 
look at how we arrived at our conclusion. 

To be understandable and lively means that we need to communicate with you. 
We make every attempt in this text to have it sound as if we were in front of your class 
speaking with you. Writing style is important to us. We use examples whenever possible— 
real companies, so you can see that what we talk about is happening in the real world. 


To Our READERS 


In the past, people using our books have indicated that our writing style does help 
hold their attention. But although good communication is critical, is only half of the 
equation. The ultimate tests for you are: Does the book help you do well on exams? 
Does it help prepare you for a job? 

We start every chapter with learning outcomes. We view these as the critical learn- 
ing points. They present a logic flow from which the material will be presented. If you 
can explain what is proposed in each learning objective, you'll be on the right track to 
understanding the material. But memory sometimes fools us. We read the material, 
think we understand it, see how the summaries directly tie the learning outcomes 
together, then take the exam and receive a grade that is not reflective of what we knew 
we knew. We have given a lot of thought to that issue, and think we’ve come up with 
something that will help—putting a feedback test on www.wiley.com/college/decenzo, 
the Web site that supports our book! 

The typical textbook ends each chapter with a set of review questions. Sometimes, 
your tests look much like these types of questions. But exams also have a tendency to 
emphasize multiple-choice questions. So we’ve included sample test questions on our 
Web site (www.wiley.com/college/decenzo) to help you prepare for exams in this class. 
These questions are actual questions that we’ve used to test our students’ understand- 
ing of the material. If you can correctly answer these questions, then you're one step 
closer to enhancing your understanding of HRM. Recognize, of course, that these are 
only a learning aid. They help you to learn but don’t replace careful reading or inten- 
sive studying. And don’t assume that getting a question right means you fully under- 
stand the concept covered. Why? Because any set of multiple-choice questions can 
only test a limited range of information. So don’t let correct answers lull you into a 
sense of false security. If you miss a question or don’t fully understand why you got 
the correct response, go back to the material in the chapter and reread the material. 

Learning, however, goes beyond just passing a test. It also means preparing your- 
self to perform successfully in tomorrow’s organizations. You'll find that 
organizations today require their employees to work more closely together than at any 
time in the past. Call it teams, horizontal organizational structures, matrix 
management, or something similar, the fact remains that your success will depend on 
how well you work closely with others. To help model this group concept for you, we 
have included class exercises in this text. Each of these team experiential learning 
efforts is designed to highlight a particular topic in the text and give you an opportu- 
nity to work in groups to solve the issue at hand. 

One last thing before we close: What can you take out of this course and use in 
the future? Many business leaders have complained about how business schools train 
their graduates. Although business schools have made many positive 
accomplishments, one critical component appears lacking—practical skills. The skills 
you need to succeed in today’s business environment are increasing. You must be able 
to communicate (both verbally and in a written format), think creatively, make good 
and timely decisions, plan effectively, and deal with people. In HRM, we have an 
opportunity to build our skills bank. As you go through this text, you'll find a dozen 
or more practical skills that you can use on your job. We hope you give them special 
attention, practice them often, and add them to your repertoire. We’ve also included 
suggestions for writing and presentation assignments that cover an important aspect 
of the chapter’s material. Look at these as a learning tool, not as an assignment that 
you have to do. We think you’ll find working on these will help prepare you for 
dealing with the kinds of writing requests you get on the job. 

Finally, if you’d like to tell us how we might improve the next edition of this book, 
we encourage you to write Dave DeCenzo at Coastal Carolina University, P.O. Box 
261954, Conway, SC 29528; or email him at ddecenzo@coastal.edu. To those of you 
who have done so in the previous editions, we appreciate you taking the time to write 
us. Thanks for helping us out. 
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Thoroughly Covers HRM Concepts 


BRIEF TABLE OF CONTENTS 
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OF HRM 
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Comprehensive Learning Package 


with current examples and a fresh perspective: 


CHAPTER LEARNING OUTCOMES give insight 


into the important learning goals. 


BOXED FEATURES: 


m DIVERSITY ISSUES IN HRM highlighting ways to promote 


diversity in organizations. 


m WORKPLACE ISSUES giving insight into opportunities and 
challenges of implementing HRM in the organization. 


m ETHICAL ISSUES with actual and theoretical ethical dilem- 


mas for discussion. 


m DID YOU KNOW? Current examples and topics to help 
students apply HRM learning. 


Apply the Concepts 


HRM WORKSHOP 


It’s not enough to just know about Human Resource 
Management. Today’s students want the skills to succeed in their 
organizations. The HRM Workshop at the end of each chapter 
is designed to help students build analytical, diagnostic, team- 
building, investigative, and writing skills. Each Workshop 
includes: 


= Chapter Summaries linked to the Learning Outcomes to 
reinforce learning. 


= Demonstrating Comprehension questions to apply HRM 
concepts. 


E Key Terms list to review important HRM terminology. 


E Linking Concepts to Practice Discussion Questions 
include thought provoking questions for more thorough 
application of HRM principles. 


E Developing Diagnostic and Analytical Skills Cases with 
new and updated company examples for students to 
research. 


m Working With a Team activities to develop important 
teamwork skills using interesting research topics. 


E Learning an HRM Skill in-depth study of an HRM Skill 
from each chapter, developing essential skills identified by 
Society of Human Resource Management. 


E Enhancing Communication Skills activities to develop 
writing and presentation skills using current HRM topics 
of high interest to students. 


Chapter 1 


The Dynamic 
Environment 
of HRM 


Learning Outcomes 


After reading this chapter, you will be able to 


1 Discuss how cultural environments affect human resource management (HRM) 
practices. 


Describe how technology is changing HRM. 
Identify significant changes that have occurred in workforce composition. 
Describe the HRM implications of a labor shortage. 


Describe how changing skill requirements affect HRM. 
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Explain why organizational members focus on quality and continuous 
improvements. 


7 Describe work process engineering and its implications for HRM. 
8 Identify who makes up the contingent workforce and the HRM implications. 
9 Define employee involvement and list its critical components. 


10 Explain the importance of ethics in an organization. 


ow would you describe the 

perfect vacation spot? Would 

it include a posh, luxurious 
resort? Now imagine an exotic location 
and a hotel that offers every amenity 
you can imagine, including seaside 
massages, world-class golf, gourmet 
dining, and a staff trained to cater 
to your every need and then some. 
How about a place where you will rub 
shoulders with supermodels, royalty, 
heads of state, and billionaires? What 
if you could experience all this as an 
employee of the Four Seasons Resorts 
and Hotels where guests and employees 
in thirty-two countries get to live the 
dream every day? 

Travelers come to Four Seasons 
resorts to be pampered, and apparently 
the employees like the treatment too. 
The award-winning chain has been in 
Fortune magazine’s “Best Companies 
to Work For” every year since the list 
started in 1998. Fortune also ranked 
Four Seasons second on their 2008 
scorecard for workforce diversity, 
estimating that 66 percent of their 
employees belong to ethnic minorities.’ 

What’s the secret to employee 
loyalty that results in an annual 
turnover of full-time employees that 
is half the industry average? Several 
reasons come into play including careful 
hiring, a culture that embraces diversity, 
promotion from within, and thorough 
training. One of the most unique 
secrets is the creative benefits tailored to 
employee development and satisfaction. 

Human resource professionals at 
the Four Seasons hire employees of all 
nationalities and value the applicant’s 
attitude more than experience. Energy, 
enthusiasm, and aptitude are highly 
valued. The Four Seasons’ philosophy 


is that skills can be taught, but poor 
attitudes can’t be changed. Growth 
at Four Seasons is truly a global oppor- 
tunity with a thirty-one hotel worldwide 
expansion in progress, so mobility is 
seen as a big plus for any candidate who 
is interested in a managerial position. 
All new hires complete a three- 
month training program that involves 
improvisation exercises to help 
anticipate guest behavior that can 
be a little quirky (some S.O.B.s—“Sons 
of Billionaires” have requested baths 
in Evian). The ethical credo at Four 
Seasons is the Golden Rule—and the 
culture is to treat the employees as you 
expect them to treat the customer. 
Since 2006, the Four Seasons 
hotels have offered a free on-site 
ESL program to employees seeking 
to improve their English. The human 


resource department is researching 


interactive online language teaching 
programs to make the opportunity 
more widely available to employees. 
Supervisory development programs 
are also offered for employees who 
have shown management potential. 
Although the special employee 
treatment doesn’t extend to lunch in 
the hotel dining room, it’s pretty close. 
All employees, from the seamstresses, 
valets, and ski concierges to the general 
managers, eat together, free of charge, 
in the hotel cafeteria. While it may not 
have white linen tablecloths or a wine 
list, the food is outstanding and 
camaraderie develops strong bonds 
and loyalty. By offering a spacious 
dining room, staff showers, and 
locker rooms, Four Seasons incurs an 
increase in operating costs, but creates 
a comfortable and elegant environment 


for employees and guests alike.” 


(Source: © Superstock) 


globalization 

A process of interaction and integra- 
tion among the people, companies, 
and governments of different nations, 
driven by international trade and invest- 
ment, accelerated by information 
technology. 


multinational corporations 
(MNCs) 

Corporations with significant opera- 
tions in more than one country. 
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Introduction 


Companies like the Four Seasons have recognized that forces in our business environ- 
ment require them to recognize changes in the expectations of their employees as well 
as their customers. Human resource management (HRM) is a subset of the study of man- 
agement that focuses on how to attract, hire, train, motivate, and maintain employees. 
Strong employees become a source of competitive advantage in a global environment 
facing change in complex ways at a rapid pace. 

As part of an organization, HRM must be prepared to deal with the effects of these 
changes. This means understanding the implications of globalization, technology 
changes, workforce diversity, labor shortages, changing skill requirements, continuous 
improvement initiatives, the contingent workforce, decentralized work sites, company 
mergers, offshore sourcing of goods and services, and employee involvement. Let’s look 
at how these changes are affecting HRM goals and practices in organizations function- 
ing in a global environment. 


Understanding Cultural Environments 


As part of the rapidly changing environment, organizational members face the global- 
ization of business. Organizations are no longer constrained by national borders in 
producing goods and services. BMW, a German-owned firm, builds cars in South 
Carolina. Similarly, McDonald’s sells hamburgers in China, and General Electric 
expects to receive 60 percent of its revenue growth from developing countries in the 
next ten years.” Toyota makes cars in Kentucky. Mercedes sport utility vehicles are made 
in Alabama.* Quintessentially American company John Deere makes farm equipment 
in Illinois to ship to Russia, makes equipment in China to ship to the Middle East, and 
its tractors made in Germany and India go to the United States. Tractors made in the 
United States are assembled with parts received from twelve countries and are shipped 
to over 110 countries. These examples illustrate the extent of globalization on manu- 
facturing and labor. To be effective in this boundless world, organizational members 
and HRM professionals need to adapt to cultures, systems, and techniques different 
from their own. 

International businesses have been with us for a long time. For instance, Siemens, 
Remington, and Singer were selling their products in many countries in the nine- 
teenth century. By the 1920s, some companies, including Fiat, Ford, Unilever, and 
Royal Dutch/Shell, had gone multinational. Not until the mid-1960s, however, did 
multinational corporations (MNCs) become commonplace. These corporations, 
which maintain significant operations in two or more countries simultaneously but 
are based in one home country, initiated the rapid growth in international trade. 
Today, companies such as Gillette, Wal-Mart, Coca-Cola, and AFLAC are among a 
growing number of U.S.-based firms that derive significant portions of their annual 
revenues from foreign operations.° The rise of multinational and transnational cor- 
porations’” places new requirements on human resource managers. For example, 
human resource departments must ensure that employees with the appropriate mix 
of knowledge, skills, and cultural adaptability are available and ready to handle 
global assignments. 

All countries have different values, morals, customs, political and economic sys- 
tems, and legal systems. Traditional approaches to studying international business 
have sought to advance each of these topic areas. However, a strong case can be made 
that traditional business approaches need to be understood within their social context. 
That is, organizational success can come from a variety of practices—each of which is 
derived from a different business environment. For example, status is perceived differently 
in different countries. In France, status is often the result of factors important to the 
organization, such as seniority and education. This emphasis is called ascribed status. In 
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the United States, status is more a function of what individuals have personally accom- 
plished, also known as achieved status. 

Human resource managers need to understand societal issues, such as status, that 
might affect operations in another country. Countries also have different laws. For 
instance, in the United States laws guard against an employer taking action against an 
employee solely on the basis of an employee’s age. Not all countries have similar laws. 
Organizations that view the global environment from any single perspective may be too 
narrow and potentially problematic. A more appropriate approach is to recognize the 
cultural dimensions of a country’s environment. Although it is not our intent here to 
provide the scope of cultural issues needed for an employee to go to any country, we do 
want to recognize that some similarities do exist (see Exhibit 1-1). 

Research findings allow us to group countries according to such cultural variables 
as status differentiation, societal uncertainty, and assertiveness.® These variables indi- 
cate a country’s means of dealing with its people and how the people see themselves. 
For example, in an individualistic society such as the United States, people are primarily 
concerned with their own family. In a collective society (the opposite of an individualistic 
one) such as that in Japan, people care for all individuals who are part of their group. 
Thus, a strongly individualistic U.S. employee may not work well if sent to a Pacific Rim 
country where collectivism dominates. Accordingly, flexibility and adaptability are key 
components for employees going abroad. To make this a reality, human resource man- 
agers must have a thorough understanding of the culture of the areas around the globe 
to which they send employees. 

HRM must also develop mechanisms that will help multicultural individuals work 
together. As background, language, custom, or age differences become more prevalent, 
employee conflict is likely to increase. HRM must make every effort to acclimate differ- 
ent groups to each other, finding ways to build teams and thus reduce conflict. 

It’s important to note that not all HRM theories and practices are universally applic- 
able to managing human resources around the world. This is especially true in countries 
where work values differ considerably from those in the United States. Human resource 
managers must take cultural values into account when trying to understand the 
behavior of people from different countries as well as those in different countries. 
Where possible in this text, we’ll look at how globalization affects HRM practices. 


The Changing World of Technology 


Think about the technology you’ve used today. Did you use a cell phone or smart phone 
to check voicemail? Check driving directions on a GPS? Check your e-mail? Use a fiber- 
optic network for a fast Internet connection on a personal computer? Take a digital 
picture on a camera or phone? Maybe you're even taking this class online. It’s hard to 
imagine daily life without these, but they are all on CNN’s list of the top twenty-five 
innovations of the last twenty-five years.” 

The Internet was the clear winner in CNN’s reader poll of the most influential 
innovations of the last quarter century. The influence of the Internet on our lives, 
employers, the way we work, and the economy was on the mind of Thomas Friedman, a 


Exhibit 1-1 

Cultural Values 

Countries differ greatly on the emphasis 
they place on the individual versus the 
collective. Organizations that plan to 
enter the global environment need to 
do their homework to understand the 
culture and workers. 
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Many organizations have explored 
expansion to other countries to find 
new markets and labor sources. 
McDonald's started expanding 
internationally in 1967. They now have 
over 30,000 restaurants in 118 countries. 
(Source: Uriel Sinai/Getty Images, Inc.) 


Knowledge-work jobs are designed 
around the acquisition and application 


of information. 


knowledge workers 

Individuals whose jobs are designed 
around the acquisition and applica- 
tion of information. 
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Pulitzer Prize-winning New York Times author, as he explored the foundations of global- 
ization in his best-selling book, The World Is Flat. 

Friedman contends that there are three eras of globalization, the first driven by 
transportation, the second by communication, and the third by technology. The first is 
called Globalization 1.0 and extends from Columbus’s 1492 discovery of the new world 
to 1800. During this time, countries tried to establish their place in the world by con- 
quering or collaborating with other countries and territories. The emphasis was 
national identification and economic domination. During this era, the world shrank 
from a size large to a size medium. 

Globalization 2.0 began in 1800 and ended in 2000. Multinational companies 
emerged, seeking labor and markets for the goods of the industrial revolution. Expan- 
sion was fueled by lower costs and increased speed of transportation and communica- 
tion, shrinking the world from a size medium to a size small. 

Globalization 3.0 arrived around 2000 as countries, companies, and individuals 
were able to compete on an almost level playing field, aided by cheap, instantaneous 
communication via fiber optics and the Internet. Fast, inexpensive transportation of 
people and goods aided this transition of power that further shrunk the world from a 
size small to a size tiny. Individuals are now empowered to compete globally regardless 
of country of origin. Friedman projects that world economies will be dominated by 
empowered individuals, creating a business environment that is more diverse and less 
dominated by organizations in Western countries. 

You’ve already experienced the impact of Globalization 3.0. A shift has taken place 

in geographic labor supply and demand. Just as the industrial revolution changed 
national economies by shifting jobs from craftsmen to mass manufacturing, Global- 
ization 3.0 has shifted demand for manufacturing and services such as customer service 
to low-cost providers in Mexico, India, and China. 
Friedman points out that these forces can’t be turned back and will only 
grow in their impact. Many organizations operating in this global envi- 
ronment, such as Four Seasons, recognize that this diverse world 
includes many different nationalities, languages, and cultures. HR pro- 
fessionals at Four Seasons are prepared for the challenge in welcoming 
diversity and adapting training. ° 


What Is a Knowledge Worker? 


Technology has been a good news/bad news proposition for workers. While technology 
has reduced the demand for manufacturing jobs through automation and increased 
competition with other countries, it has generated an increase in the demand for service 
producing and technology positions. Employment in information technology is 
expected to be among the fastest growing job sectors in the next decade, along with 
Internet publishing and wireless telecommunications.!! 

Peter Drucker, the late management scholar and consultant, held that the key to the 
productivity of knowledge workers depends on the ability to use computer technology 
to locate and use information for decision making.” Knowledge workers include pro- 
fessionals such as registered nurses, accountants, teachers, lawyers, and engineers. It also 
includes technologists—people who work with their hands and with theoretical knowl- 
edge—commonly referred to as information technologists.'* Computer programmers, soft- 
ware designers, and systems analysts are examples of jobs in this category. Knowledge 
workers as a group currently make up about a third of the U.S. workforce—individuals in 
jobs designed around the acquisition and application of information. 


How Technology Affects HRM Practices 


Technology has had a positive effect on internal operations for organizations, but it 
also has changed the way human resource managers work. HRM professionals have 
become the primary source of information in many organizations. Information can 
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quickly and easily be communicated via company Web sites and intranets, e-mail, and 
messaging. Human Resource Information Systems (HRIS) allow HRM professionals to 
better facilitate human resource plans, make decisions faster, clearly define jobs, evaluate 
performance, and provide cost effective benefits that employees want. Technology helps 
to strengthen communications with both the external community and employees. How? 
Let’s look at some specific examples. 


Recruiting Contacting a pool of qualified applicants is one of the most critical aspects 
of recruiting. Word of mouth, newspaper advertisements, and college visits are often 
supplemented or replaced altogether by job postings on the Internet. Posting jobs on 
company web sites, or through specific job-search web sites such as careerbuilder.com 
and Monster.com, help human resource managers reach a larger pool of potential job 
applicants and assist in determining if an applicant possesses some of the basic tech- 
nology skills. Additionally, rather than ask for a paper copy of a résumé, many organi- 
zations are asking applicants to submit an electronic résumé—one that can be quickly 
scanned for “relevance” to the job in question. 


Employee Selection Hiring good people is particularly challenging in technology- 
based organizations because they require a unique brand of technical and professional 
skills. Employees must be smart and able to survive in the demanding cultures of 
today’s dynamic organizations. In addition, many such “qualified” individuals are in 
short supply and may be offered a number of opportunities for employment. Once 
applicants have been identified, HRM must carefully screen final candidates to ensure 
they fit well into the organization’s culture. Many Internet tools make background 
searches of applicants quick and easy. The realities of organizational life today may 
focus on an informal, team-spirited workplace, one in which intense pressure to com- 
plete projects quickly and on time is critical, and a 24/7 (24 hours a day, 7 days a week) 
work mentality dominates. HRM selection tools help to “select out” people who aren’t 
team players, can’t handle ambiguity and stress, or are a poor fit with company culture. 
As discussed in the chapter opener, Four Seasons recruits employees who convey a pos- 
itive attitude, which to them is a better indicator of job success and fit with company 
culture than experience. 


Training and Development Technology is also dramatically changing how human 
resource managers orient, train, and develop employees and help them manage their 
careers. The Internet has provided HRM opportunities to deliver Web based training 
and development to employees on demand, whenever the employee has the time to con- 
centrate on the material. Four Seasons has discovered the advantages of delivering 
language training and management development classes online. Teleconferencing tech- 
nology allows employees to train and collaborate in groups regardless of their location. 
Organizations that rely heavily on technology find an increased need for training. 
Online training and teleconferencing also allow HR departments to deliver cost effec- 
tive training that help stretch the HR budget. 


Ethics and Employee Rights Electronic surveillance of employees by employers is 
an issue that pits an organization’s desire for control against an employee’s right to pri- 
vacy. The development of increasingly sophisticated surveillance software only adds to 
the ethical dilemma of how far an organization should go in monitoring the behavior 
of employees who work on computers (see Ethical Issues in HRM). Today, most busi- 
nesses surveyed by the American Management Association indicate that they monitor 
employees. a 


Motivating Knowledge Workers What are some of the unique challenges in moti- 
vating knowledge workers in organizations? Knowledge workers appear more suscepti- 
ble to distractions that can undermine their work effort and reduce their productivity. 
Employers often believe they must monitor what employees are doing because employ- 
ees are hired to work, not to surf the Web checking stock prices, placing bets at online 
casinos, or shopping for presents for family or friends. “Cyber Monday,” or the Monday 


Wireless Internet and smart phones like 
the BlackBerry or i-Phone help companies 
maximize productivity and effectiveness 
of workers regardless of their location. 
Mobile workers need access to the same 
applications and corporate data that they 
have in the office. (Source: NewsCom) 
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after Thanksgiving, as a day to do personal holiday shopping while at work may not be 
supported by recent sales figures, but recreational on-the-job Web surfing has been said 
to cost a billion dollars in wasted computer resources and billions more in lost work 
productivity annually. That’s a significant cost to businesses in time and money. 


Paying Employees Market Value It’s becoming more difficult today for organiza- 
tions to find and retain technical and professional employees. Many companies have 
implemented an extensive list of attractive incentives and benefits rarely seen by 
nonmanagerial employees in typical organizations: for instance, signing bonuses, stock 
options, cars, free health club memberships, full-time on-site concierges, and cell phone 
bill subsidies. These incentives may benefit their recipients, but they have downsides. 
One is the perception of inequity if they are not offered to all employees. The other is 
the increasing problem created by offering stock options as a benefit to employees. 
While they look good when a firm is growing and the stock market is performing 
favorably on the company’s future, stock options can reduce employee motivation 
when market conditions reduce the value of the stock. 


Communications The rules of communication are being rewritten as information 
technology creates more opportunities for communication. Employees today can 
communicate with any individual directly without going through channels. Instantly 
anytime, with anyone, anywhere. 

These open communication systems break down historical organizational com- 
munication pattern flows. They also redefine how meetings, negotiations, supervision, 
and water-cooler talk are conducted. For instance, virtual meetings allow people in geo- 
graphically dispersed locations to meet regularly. Moreover, it’s now easier for employ- 
ees in Baltimore and Singapore to covertly share company gossip than for off-line 
employees who work two cubicles apart. 


Decentralized Work Sites For human resource managers, much of the challenge 
regarding decentralized work sites revolves around training managers how to establish 
and ensure appropriate work quality and on-time completion. Decentralized work sites 
remove traditional “face time,” and managers’ need to “control” the work must change. 
Instead, greater employee involvement will allow workers the discretion to make decisions 
that affect them. For instance, although a due date is established for the work assigned to 
employees, managers must recognize that off-site employees (or telecommuters) will 
work at their own pace. Instead of focusing work efforts over an eight-hour period, the 
individual may work two hours here, three hours at another time, and another three late 
at night. The emphasis, then, will be on the final product, not on the means by which it is 
accomplished. Working from home may also require HRM to rethink its compensation 
policy. Will it pay workers by the hour, on a salary basis, or by the job performed? More 
than likely, jobs such as claims processing that can be easily quantified and standardized 
will earn pay for actual work done. 


Skill Levels What are the skill implications of this vast spread of technology? For one, 
employees’ job skill requirements will increase." Workers will need the ability to read 
and comprehend software and hardware manuals, technical journals, and detailed 
reports. Another implication is that technology tends to level the competitive playing 
field.1° It provides organizations, no matter their size or market power, with the ability 
to innovate, bring products to market rapidly, and respond to customer requests. 
Remember that Globalization 3.0 allows individuals to compete worldwide in purchasing 
or providing services. Many companies have found that services in technology, program- 
ming, radiology, and financial analysis can be provided by skilled employees in India as 
easily as an employee in the United States. 


A Legal Concern Organizations that use technology—especially the Internet and 
e-mail—must address the potential for harassment, bias, discrimination, and offensive 
sexual behavior abuses.’” Evidence is increasing that many employees fail to use the 
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same constraints in electronic communications that they use in traditional work set- 
tings. As one individual noted, human resource managers “all know that they can’t 
hang up a Penthouse calendar in the workplace. They all know that they can’t make a 
racist or sexist joke in the workplace.”!® But those same people may think it’s accept- 
able to send racist and sexist jokes via e-mail or to download pornography at work. 
Consider what happened at Chevron, which settled a sexual harassment lawsuit for 
$2.2 million because offensive e-mails—such as “25 reasons why beer is better than 
women”—were readily circulated on the company’s e-mail system. Organizations such 
as Citigroup and Morgan Stanley have also been taken to court by employees for racist 
e-mail proliferating on their e-mail systems.'” As one researcher pointed out, federal 
law views a company’s e-mail no differently than if offensive materials were circulated 
on a company’s letterhead.2° HRM policy must define inappropriate electronic com- 
munications, reserve the right to monitor employee Internet and e-mail usage, and 


specify disciplinary actions for violations. 


ETHICAL ISSUES IN HRM 


Invasion of Privacy? 


Technological advances have made the process of 
operating an organization much easier, but these 
advancements have also provided employers a 
means of sophisticated employee monitoring. 
Although most of this monitoring is designed to 
enhance worker productivity, it could, and has 
been, a source of concern over worker privacy. These advantages 
have also brought with them difficult questions regarding what 
managers have the right to know about employees and how far 
they can go in controlling employee behavior both on and off 
the job. 

What can your employer find out about you and your work? 
You might be surprised by the answers! Consider the following: 


= The mayor of Colorado Springs, Colorado, reads the 
electronic mail messages that city council members send to 
each other from their homes. He defended his actions by say- 
ing he was making sure that their e-mails to each other were 
not being used to circumvent his state’s “open meeting” law 
that requires most council business to be conducted publicly. 

= The U.S. Internal Revenue Service’s internal audit group 
monitors a computer log that shows employee access to 
taxpayers’ accounts. This monitoring activity allows manage- 
ment to see what employees are doing on their computers. 

= American Express has an elaborate system for monitoring 
telephone calls. Daily reports are provided to supervisors 
that detail the frequency and length of employee calls, as well 
as how quickly incoming calls are answered. 

= Employers in several organizations require employees to 
wear badges at all times while on company premises. These 
badges contain a variety of data that allows employees to en- 
ter certain locations in the organization. Smart badges, too, 
can transmit where the employee is at all times! 


Just how much control should a company have over the pri- 
vate lives of its employees? Where should an employer’s rules 


and controls end? Does the boss have the right to dictate what 
you do on your own free time and in your own home? Could, in 
essence, your boss keep you from riding a motorcycle, skydiving, 
smoking, drinking alcohol, or eating junk food? Again, the 
answers may surprise you. 

Employer involvement in employees’ off-work lives has 
been going on for decades. For instance, in the early 1900s, Ford 
Motor Company sent social workers to employees’ homes to 
determine whether their off-the-job habits and finances were de- 
serving of year-end bonuses. Other firms made sure employees 
regularly attended church services. Today, many organizations, 
in their quest to control safety and health insurance costs, are 
once again delving into their employees’ private lives. 

Although controlling employees’ behaviors on and off the 
job may appear unjust or unfair, nothing in our legal system 
prevents employers from engaging in these practices. Rather, the 
law is based on the premise that if employees don’t like the rules, 
they have the option of quitting. Recently, companies with 
policies that prohibit employees smoking off the job have been 
supported in the courts after firing employees that were found 
to be smoking. 

Managers typically defend their actions in terms of ensur- 
ing quality, productivity, and proper employee behavior. For in- 
stance, an IRS audit of its southeastern regional offices found 
that 166 employees took unauthorized peeks at the tax returns 
of friends, neighbors, and celebrities. 

When does an employer’s need for information about em- 
ployee performance cross over the line and interfere with a 
worker’s right to privacy??? Is any employer’s action acceptable 
as long as employees are notified ahead of time that they will be 
monitored? What about the demarcation between monitoring 
work and nonwork behavior? When employees engage in work- 
related activities at home during evenings and weekends, does 
management’s prerogative to monitor employees remain in 
force? What’s your opinion? 


10 Chapter 1 The Dynamic Environment of HRM 


WORKPLACE ISSUES 


We Are Now Entering the Blogosphere 


Technology continues to change the way many 

people communicate with one another. “Blog” is a 

term used for a Web Log that is open for public 

view. While it’s often been associated with express- 

ing political viewpoints, the tool has quickly 
swept across corporate America—and is showing itself as both a 
valuable tool as well as a potential means of disaster. Let’s look 
at both sides. 

On the positive side, blogs enable companies to discuss ideas 
among organizational members and allow consumers a means 
of easy feedback. It’s a quick and efficient means of advertising a 
company’s products, as well as a way to provide softer, more 
believable public relations information. Blogs also offer opportu- 
nities for employees to discuss “good things” that are happening 
to them—personalizing the “faceless” company to readers. 

But not all blogs are advantageous. Disgruntled employees, 
dissatisfied customers, and the like can also use blogs to write 
about anything that they don’t like. For example, consider an 
employee who doesn’t like the organization’s policies and prac- 
tices. Rather than discuss his discontentment with someone in 
the organization, he vents his frustration on a blog he’s created. 
In another example, as a prank an employee posts sexually 
explicit short stories on a blog for all to see. Are these permissible, 
given they were done when the employees were not at work? 
More than likely, they are. 


Organizations should have a policy in place on the use of 
blogs. For example, an employee needs to understand that confi- 
dential company information is not to be placed in a blog. Even 
blogging about what one does on the job could provide competi- 
tive intelligence to another organization interested in finding 
out how a competitor designs a certain product. A recent study 
by Forrester Research found that 19 percent of companies sur- 
veyed had disciplined employees for communicating proprietary 
or confidential information online in violation of company 
policy, and 9 percent had fired employees for these infractions. 

Will blogging continue? Undoubtedly yes. Companies such 
as Coca-Cola, Kodak, and Marriott have created their own 
blogs with the goal of improving communication with employ- 
ees and customers. It’s simply another communications tool 
that organizations, and HRM, must be aware of and constantly 
monitor to ensure that the positive aspects of blogs are achieved. 


Source: Based on “Chief Blogging Officer Title Catching on With 
Corporations,” Advertising Age (May 1, 2008); M. Scott, “Worker E-Mail and 
Blogging Use Seen as Growing Risk for Companies,” Financial Week (July 20, 
2007); D. Kirkpatrick and D. Roth, “Why There’s No Escaping the Blog,” 
Fortune (January 10, 2005), pp. 40-44; S. E. Needleman, “Blogging Becomes 
a Corporate Job: Digital Handshake?” Wall Street Journal (May 31, 2005), p. B-1; 
J. Segal, “Beware Bashing Bloggers,” HR Magazine (June 2005), pp. 165-171; 
and K. Wingfield, “Blogging for Business,” Wall Street Journal (July 20, 2005), 
p. A-1. 


Workforce Diversity 


In the past, organizations took a “melting-pot” approach to diversity, assuming that 
people would somehow automatically assimilate into the existing culture. But today’s 
managers have found that employees do not set aside their cultural values and lifestyle 
preferences when they come to work. The challenge, therefore, is to make organizations 
more accommodating to diverse groups of people by addressing different lifestyles, 
family needs, and work styles. The melting-pot assumption is being replaced by recog- 
nition and celebration of differences. Interestingly, those organizations who do cele- 
brate differences are finding their profits to be higher.”? 


The Workforce Today 


Much workforce change is attributed to the passage of U.S. federal legis- 
lation in the 1960s prohibiting employment discrimination, which will 
be discussed in detail in Chapter 3. Based on such laws, avenues began to 
open up for minority and female applicants. These two groups have since 
become the fastest growing segments in the workforce, and accommo- 
dating their needs has become a vital responsibility for managers. 
Furthermore, during this time, birth rates in the United States began to decline during 
the 1960s. The baby boom generation had already reached its apex in terms of employment 
opportunities, which meant that as hiring continued, the pool of baby boomers dwindled. 


Organizations that celebrate worker 
diversity are finding that their profits are 
increasing. 


Workforce Diversity 


Chief Diversity Officer 


Deborah Dagit stands just four feet tall, but casts ments for single mothers, long-distance 
a large shadow over the history of acceptance of commuters, or members of other groups 
diversity and disabilities in the workplace. She with individual needs. 
played a key role in the passing of the Americans Dagit insists that people with dis- 
with Disabilities Act, has held diversity manage- abilities must be considered when view- 
ment positions with several tech companies, and ing other diversity groups, such as race, 
is currently the chief diversity officer at pharmaceutical giant ethnicity, gender, and sexual orientation. 
Merck & Co. She feels strongly that diversity must 
She was born with osteogenesis imperfecta, or brittle bone be integrated into the culture of the 
disease, that is responsible for her short stature, sixty broken organization worldwide. 


bones, and twenty-five operations. “I have a lot of hardware in my 
legs,” states Dagit, but she has clearly never allowed the disease 
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to hold her back. She demonstrates by example that disability Source: Ann Pomeroy, “A Passion for Diver- (Source: Courtesy Deborah 
accommodations are no different from flexible work arrange- sity,” HR Magazine (March 2008), pp. 48-49.  Dagit, Merck & Co., Inc.) 


Also, as globalization became more pronounced, increased numbers of Hispanic, Asian, 
and other immigrants came to the United States and sought employment. 

Projecting into the future is often an educated guess at best. Trying to predict the 
exact composition of our workforce diversity is no exception, even though we know it 
will be a heterogeneous mix of males and females, whites and people of color, homo- 
sexuals and straights, many ethnic and religious groups, the disabled, and the elderly. 
The now-aging baby boom population has had a significant impact on the workforce. 
Commonly referred to as the “graying of the workforce,” more individuals are working 
past the traditional retirement age.” Brought about by a need for greater income to 
sustain current living standards or a desire to remain active, more individuals over the 
age of fifty-five are expected to remain in the workforce, with more than 80 percent of 
the baby boom generation indicating that they expect to work past age sixty-five. Cou- 
pled with the fact that many employers actively recruit this age group for their experi- 
ence and work ethic, we can expect our workforce to continue to age, with seventy- to 
eighty-year-old workers no longer uncommon. 

Increased participation of women and the elderly is not the only diversity issue 
reshaping the labor pool. Another is multiculturalism. As globalization has reduced bar- 
riers to immigration, the U.S. proportion of people of Hispanic, Asian, Pacific Island, and 
African origin has increased significantly over the past two decades. This trend will con- 
tinue. Moreover, multiculturalism is not just a U.S. phenomenon. Countries such as 
Great Britain, Germany, and Canada are experiencing similar changes. Canada, for example, 
has large populations of recent immigrants from Hong Kong, Pakistan, Vietnam, and 
Middle Eastern countries. These newcomers are making Canada’s population more diverse 
and its workforce more heterogeneous. 

Of course the problem of illegal immigration complicates the issue of worker diver- 
sity. HR professionals need to be diligent in understanding and enforcing immigration 
laws and worker documentation. We will discuss this further in Chapter 7, “Founda- 
tions of Selection.” 


How Diversity Affects HRM 


As organizations become more diverse, employers have been adapting their human 
resource practices to reflect those changes.”° Many organizations today, such as 
Bank of America and Merck Pharmaceuticals, have workforce diversity programs. 


workforce diversity 
The varied personal characteristics that 
make the workforce heterogeneous. 
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WORKPLACE ISSUES 


Diversity Awareness 


The workforce is changing, and anyone insensi- 
tive to diversity issues had better stop and check 
his or her attitude at the door. Today, people of 
color, women, and immigrants account for nearly 
85 percent of our labor force. People are a com- 
pany’s number one asset—not the computers, not 
the real estate—the people. To waste people is to waste assets, 
and that is not only bad business, it is the kind of thinking that 
today, in our competitive marketplace, will put a business out of 
business. Management must realize that legal requirements 
simply are not enough to meet the needs of our changing work- 
force, to improve our workplace culture and environment, or to 
fully utilize the skills of all employees, thereby increasing a com- 
pany’s competitiveness. To fully maximize the contributions of 
minorities, we must commit to voluntarily focusing on oppor- 
tunities to foster mutual respect and understanding. This can be 
done by valuing our differences, which enrich our workplace, 
not only because it’s the law, or because it’s morally and ethically 
the right thing to do, or because it makes good business sense, 
but also because when we open our minds and hearts we feel bet- 
ter about ourselves. And decency is hard to put a price tag on. 
What can companies and organizations do to facilitate 
diversity? Here are a few suggestions: 


Enlist leadership from all levels to accomplish diversity 
goals. 

Identify goals, barriers, obstacles, and solutions and develop 
a plan to meet goals and overcome obstacles. 

Develop awareness through training, books, videos, and arti- 
cles. Use outside speakers and consultants, as well as internal 
resources, to determine how to motivate and maximize the 
skills of a diverse workforce. 

Establish internally sanctioned employee support systems, 
networks, or groups. 

Challenge each employee to question his or her beliefs, 
assumptions, and traditions, and assess how they impact 
their relationships and decisions. 

Modify existing policies or create diversity policies and com- 
municate them to all current and future hires. 

Hold managers accountable and reward them for developing, 
mentoring, or providing awareness training. 

Build in accountability through surveys and audits to mea- 
sure progress as diligently as you would increase production 
quotas or maintain zero loss-time accidents. Then communi- 
cate the results and repeat the process. Continuous improve- 
ment applies to diversity as well as production. 


Exhibit 1-2 
FedEx Corporation Diversity 
Mission Statement 


FedEx has created a mission statement that 
specifically addresses a commitment to 
diversity in the way the organization treats 
employees, customers, and suppliers. 


They tend to hire, promote, and retain minorities; encourage vendor diversity; and 
provide diversity training for employees.”° Some, like Coca-Cola, IBM, and FedEx, 
actually conduct cultural audits to ensure that diversity is pervasive in the organiza- 
tion (see Exhibit 1-2).7” 

Workforce diversity requires employers to be more sensitive to the differences that 
each group brings to the work setting. For instance, employers may have to shift their 
philosophy from treating everyone alike to recognizing individual differences and 
responding to those differences in ways that will ensure employee retention and greater 
productivity. They must recognize and deal with the different values, needs, interests, 
and expectations of employees.7® They must avoid any practice or action that can be 
interpreted as being sexist, racist, or offensive to any particular group and, of course, 
must not illegally discriminate against any employee. Employers also must find ways to 
assist employees in managing work/life issues.” 


What Is a Work/Life Balance? 


Recruiting and hiring the best employees is a priority for all organizations, but it’s 
only half of the equation for keeping fully staffed. Employers must retain employees 


Our diverse workforce, supplier base and supporting culture enable FedEx to better serve 
our customers and compete more effectively in the global marketplace. We value the con- 
tributions and perspectives of all employees regardless of race, gender, culture, religion, 
age, nationality, disability, or sexual orientation. We will strive in our workplace practices 
to deal with our employees, customers and suppliers in a fair and ethical manner. 


Source: www.fedex.com/us/supplier/diverse/ 


Workforce Diversity 


Looking at the Future of HRM 


Libby Sartain’s career has included working in the 
HR departments at Mary Kay Cosmetics, South- 
west Airlines, the Society of Human Resource 
Management, and most recently as head of HR at 
Yahoo. She was recently interviewed by Workforce 
Management about the biggest challenges facing 
HR leaders: 

WM: What are the biggest challenges these days for HR 
leaders? 

LS: I think the talent marketplace in the last two or three years 
has changed so dramatically that almost everything we do in HR 
has got to change with it. The evolution of the Internet, social 
media, the global economy, the Gen Y generation coming of age 
as the baby boomer generation is leaving creates a situation 
where you can no longer just think that you can have an open- 
ing, and recruit for the opening and get an employee. 
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I think those days are fading. I think it will evolve almost to 
the point that you have a marketplace like eBay where someone 
will put themselves out to bid: “Here I am. Here’s what I’m will- 
ing to do for how much money I’m willing to make. And here’s 
my hours and my location and what I can do for you.” It’s going 
to be that person in the driver’s seat. 

And that person may be a Gen Y person or a baby boomer 
looking for a little more flexibility in their lifestyle. I think 
employers are going to have to learn how to have this individ- 
ual work arrangement with each employee in certain aspects of 
the talent. I’m not saying that’s going to be the case for retail 
jobs or volume hiring positions. But it’s going to be the case 
for some of your top talent or some of your core talent in cer- 
tain industries. It’s beginning to happen. The Silicon Valley is 
probably where we see a lot of it. But it’s going to sweep the 
country. 


The company used to be in the driver’s seat: “Here’s the job 
I have. Here’s how much want to pay you to do this work. Come 


to work for me under my terms as the employer.” Source: Workforce Management, May 19, 2008, p. 1, 18-21. 


who increasingly demand flexibility. Research shows that over half of working moth- 
ers prefer part-time work as a way to fulfill their family responsibilities and contribute 
to family income. Many Gen Xers (born 1965-1980) and Gen Yers (born 1982-early 
2000s), while passionate about their careers, won’t sacrifice family and leisure for their 
career.°° This becomes a difficult balance for employers to maintain as the lines 
between employee work and personal lives blur in the face of a demanding competitive 
environment. 

First, the creation of global organizations means their world never sleeps. At any 
time and on any day, for instance, thousands of Citigroup’s 300,000 employees are 
working somewhere. The need to consult with colleagues or customers eight or ten 
time zones away means that many employees of global firms are “on-call” twenty-four 
hours a day. Second, communication technology allows employees to work at home, in 
their cars, or even on the beach at the Four Seasons resort in Bali. Many people in tech- 
nical and professional jobs can work any time and from any place.*! Third, organiza- 
tions are asking employees to put in longer hours. It’s not unusual for employees to 
work more than forty-five hours a week, and some work much more than fifty. 
Finally, fewer families have only a single breadwinner. Today’s married employee is 
typically part of a dual-career couple. This makes it increasingly difficult for mar- 
ried employees to find the time to fulfill commitments to home, spouse, children, 
parents, and friends. 

Employees increasingly recognize that work is squeezing out their personal lives, 
and they’re not happy about it. For example, an employee’s relationship with her man- 
ager used to be the number one reason for leaving an organization; now the reason 
most cited is lack of employer work schedule flexibility.” In addition, the next genera- 
tion of employees is likely to have similar concerns.*? A majority of college and univer- 
sity students say that attaining a balance between personal life and work is a primary 
career goal. They want “a life” as well as a job! Organizations that fail to help their people 
achieve work/life balance will find it increasingly hard to attract and retain the most 
capable and motivated employees.” 
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International Diversity 


As women and minority groups struggle to break survey found that women in the Philippines are world leaders, 
through the glass ceiling into the executive ranks holding 50 percent of senior management positions. How are 
of U.S. businesses, it’s interesting to compare how U.S. women doing? Check the chart below: 

women in other countries are progressing. A recent 


Philippines 50 Hong Kong 35 United States 23 Canada 19 

Brazil 42 Russia 34 France 21 India 14 

Thailand 39 Malaysia 23 Mexico 20 Global Average 22 
Source: SJ Grant Thornton Research, www.gt.com.my/IBR2007-Woman- Shows Philippines Tops in Women Managers,” Voice of America, 
InBusiness.htm (2008) and Douglas Bakshaian, “International Survey www.voa.com (October 17, 2007). 


The Labor Supply 


Is skilled labor abundant in the United States? Or do we have a shortage of skilled 
labor? The simple answer to both of these questions is yes. Of course, simple answers 
neither adequately address the issue nor begin to describe how both situations (a short- 
age and a surplus) can exist simultaneously. Let’s look at both arguments. 


Do We Have a Shortage of Skilled Labor? 


Responses to cyclical labor trends are difficult to predict. The world economy in the late 
1990s, for instance, was generally quite robust and labor markets were tight. Most 
employers scrambled for skilled workers to fill vacancies. Then, in 2001 and again in 
2008, most developed countries suffered an economic recession. Layoffs were widespread 
and the supply of skilled workers swelled. Demographic trends, conversely, are much 
more predictable. We’ll discuss the problem using U.S. statistics, but this shortage of 
skilled labor is also likely to prevail in most of Europe as well, with its graying population 
and declining birthrate. 

The labor shortage in some skill areas is a function of two factors: birthrates and 


baby boomers labor participation rates. From the late 1960s through the late 1980s, American employ- 
Individuals born between 1946 and ers benefited from the large number of baby boomers (born 1946-1965) entering the 
1965. workforce. Some boomers have already retired. The Bureau of Labor Statistics predicts 


that by 2014, nearly 2.4 million jobs will go unfilled.’* This shortage will encompass 
most industries, including health care, government, construction, engineering, finance, 
energy, and information technology. Despite continued increases in immigration, work- 
force entrants from foreign countries will do little to correct the supply shortage. More- 
over, repercussions from the terrorist attacks of September 11, 2001, in the United States 
have reduced immigration, further compounding the skilled labor shortage. In addition, 
the tightening labor market is forcing organizations to rely on immigration as a source 
for new talent in specific fields such as technical and highly scientific positions. A recent 
survey by the Society of Human Resource Management (SHRM) discovered that 25 per- 
cent of U.S. and 35 percent of Canadian companies that recruit foreign nationals do so 
because of their inability to attract local workers with necessary skills.*° 

In times of labor shortage, good wages and benefits aren’t always enough to hire 
and retain skilled employees. Human resource managers need sophisti- 
cated recruitment and retention strategies and need to understand 
human behavior.” In tight labor markets, managers who don’t under- 
unfilled in the United States. stand human behavior and fail to treat their employees properly, risk 

having no one to manage. 


By 2014, nearly 2.4 million jobs will be 
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Why Do Organizations Lay Off Employees During Shortages? 


At one time in corporate America, organizations followed a relatively simple “rule”: In 
good times you hire employees; in bad times, you fire them.’ That rule no longer holds 
true, at least for most of the world’s largest companies. Throughout the past decade, most 
Fortune 500 companies have made significant cuts in their overall staff. Thousands of 
employees have been cut by organizations such as IBM, AT&T, Boeing, and Sears. This 
downsizing phenomenon is not going on just in the United States. Jobs continue to be 
eliminated in almost all industrialized nations.*” 

Why this trend of downsizing? Organizations are attempting to increase their flex- 
ibility in order to better respond to change. Quality-emphasis programs are creating 
flatter structures and redesigning work to increase efficiency. The result is a need for 
fewer employees. Are we implying that big companies are disappearing? Absolutely not! 
But they are changing how they operate. Big isn’t necessarily inefficient. Companies 
such as PepsiCo and Home Depot manage to blend large size with agility by dividing 
their organization into smaller, more flexible units. 

Downsizing as a strategy is here to stay. It is part of a larger goal of balancing staff to 
meet changing needs. When organizations become overstaffed, they will likely cut jobs. At 
the same time, they are likely to increase staff if doing so adds value to the organization. 
A better term for this organizational action, then, might be rightsizing. Rightsizing 
involves linking staffing levels to organizational goals.*° Rightsizing promotes greater 
use of outside firms for providing necessary products and services—called outsourcing— 
in an effort to remain flexible and responsive to the ever-changing work environment. 


How Do Organizations Balance Labor Supply? 


Thousands of organizations have decided they can save money and increase their flexi- 
bility by converting many jobs into temporary or part-time positions, giving rise to 
what is commonly referred to as the contingent workforce (see Exhibit 1-3). Today, 


Part-Time Employees Part-time employees are those who work fewer than 40 hours a 
week. Generally, part-timers are afforded few, if any, employee 
benefits. Part-time employees are generally a good source of 
workers for organizations to supplement their staff during peak 
hours. For example, the bank staff that expects its heaviest clien- 
tele between 10 A.M. and 2 PM. may bring in part-time tellers 
for those four hours. Part-time employees may also be a function 


of job sharing, where two employees split one full-time job. 


Temporary Employees Temporary employees, such as part-timers, are generally 
employed during peak production periods. Temporary workers 
also act as fill-ins when some employees are off work for an 
extended time. For example, a secretarial position may be 
filled using a “temp” while the secretary is off work during 
his twelve-week unpaid leave of absence for the birth of his 
daughter. Temporary workers create a fixed cost to an 


employer for labor “used” during a specified period. 


Contract Workers Contract workers, subcontractors, and consultants (who may 
be referred to as freelancers) are contracted by organizations 
to work on specific projects. These workers, typically highly 
skilled, perform certain duties. Often their fee is set in the 
contract and paid when the organization receives particular 
deliverables. Contract workers are used because their labor 
cost is fixed and they incur none of the costs associated with 
a full-time employee population. Additionally, some contract 
arrangements may exist because the contractor can provide 
virtually the same good or service in a more efficient manner. 
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downsizing 

An activity in an organization aimed 
at creating greater efficiency by elimi- 
nating certain jobs. 


rightsizing 
Linking employee needs to organiza- 
tional strategy. 


outsourcing 

Sending work “outside” the organi- 
zation to be done by individuals 
not employed full time with the orga- 
nization. 


contingent workforce 

The part-time, temporary, and con- 
tract workers used by organizations 
to fill peak staffing needs or perform 
work not done by core employees. 


Exhibit 1-3 

The Contingent Workforce 
Contingent workers have become an 
important resource as HR struggles to 
balance the supply of workers available, 
yet maintain cost control. Part-time, 
temporary, and contract workers 

are valuable to many organizations. 
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Exhibit 1-4 

Are Layoffs Justified? 

The cast of characters in Scott Adam's 
Dilbert comic strip frequently mirror the 
concerns and frustrations of workers 
everywhere. 


core employees 
An organization's full-time employee 
population. 
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CATBERT: EVIL DIRECTOR 
OF HUMAN RESOURCES 


WE MOVE ALL OF THE 
WORTHLESS EMPLOYEES 
TO THE SAME PROTECT. 

WHEN IT’S DONE, WE 

TELL THEM THAT 
THEIR JOBS NO 


I CALL ITA 
STEALTH 


scottadams@aol.com 


LONGER EXIST. 


LAYOFF. 


www.dilbert.com 
327-05 ©2005 Scott Adams, Inc./Dist. by UFS, Inc. 


(Source: DILBERT: © Scott Adams/Dist. by United Features Syndicate, Inc.) 


temporary workers can be found in secretarial, nursing, accounting, assembly-line, 
legal, dentistry, computer programming, engineering, marketing, education, publish- 
ing, and even senior management positions. 

Why the organizational emphasis on contingent employees? Organizations facing 
a rapidly changing environment must be ready to quickly adjust their workforce. Hav- 
ing too many permanent, full-time employees limits management’s ability to react.” 
For example, an organization that faces significantly decreased revenues during an 
economic downturn may have to cut staff. Deciding whom to lay off and how layoffs 
will effect productivity and the organization is extremely complex in organizations 
with a large permanent workforce (see Exhibit 1-4). On the other hand, organizations 
that rely heavily on contingent workers have greater flexibility because workers can be 
easily added or taken off projects as needed. In addition, staffing shortages, opportunities 
to capitalize on new markets, obtaining someone who possesses a special skill for a 
particular project, and the like all point to a need for the organization to swiftly adjust 
its staffing level.*? 


Issues Contingent Workers Create for HRM 


Temporary workers and the flexibility they foster present special challenges for human 
resource managers. Each contingent worker may need to be treated differently in terms of 
practices and policies. Human resource managers must also make sure that contingent 
workers do not perceive themselves as second-class workers. Because they often do not 
receive many of the amenities—such as training, health, and paid-leave benefits—that 
full-time core employees do (see Exhibit 1-5), contingent workers may tend to view 
their work as not critically important. Accordingly, they may be less loyal, less commit- 
ted to the organization, or less motivated on the job than are permanent workers. That 
tendency may be especially relevant to individuals forced to join the temporary work- 
force. Today’s human resource managers must recognize their responsibility to moti- 
vate their entire workforce—full-time and temporary employees—and to build their 
commitment to doing good work! 

Additionally, when an organization makes its strategic decision to employ a siz- 
able portion of its workforce from the contingency ranks, other HRM issues come to 
the forefront. These include having these “virtual” employees available when needed, 
providing scheduling options that meet their needs, and making decisions about 
whether benefits will be offered to the contingent workforce. No organization can 
make the transition to a contingent workforce without sufficient planning. As such, 
when these strategic decisions are made, HRM must be an active partner in the dis- 
cussions. After all, it is HRM’s responsibility to locate these temporary workers and 
bring them into the organization. Just as HRM has played an integral role in recruit- 
ing full-time employees, so too will it play a major part in securing needed just-in- 
time talent. 

As temporary workers are brought in, HRM will also have the responsibility of 
quickly adapting them to the organization. Although orientation for full-time employees 
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is more detailed, the contingent workforce, nonetheless, must be made aware of the 
organization’s personality. Along this line, too, some training may be required. Even a 
network analyst brought in to work on a specific intranet problem must quickly be 
brought up to speed on the organization’s unique system. 

HRM must also give some thought to how it will effectively attract quality tempo- 
raries. As this becomes more prominent in business, there will be significant competition 
for the “good” talent. Accordingly, HRM must reexamine its compensation philosophy. 
If temps are employed solely as a cost-cutting measure, the pay and benefits offered to 
contingent workers might differ from those offered to other workers hired part-time as 
a result of restructuring and work process engineering. HRM, then, must discover 
specifically what these employees want. Is it flexibility in scheduling, autonomy, or the 
control over one’s career destiny that such situations afford that attracts them? Or has 
bad luck forced them into this situation? 

Finally, HRM must be prepared to deal with potential conflicts between core and 
contingent workers. The core employees may become envious of the higher pay rates 
and flexibility in scheduling that the contingent workers receive. The core employees’ 


One issue that arises in hiring contingent workers revolves around the definition of an 
employee. This distinction is important because it has federal income, Social Security, 
and Medicare tax implications for the organization. Although the debate continues as 
to what precisely an employee is versus an independent contractor, the IRS guidelines 
below generally focus on three major categories—behavioral control, financial control, 
and the relationships of the parties. Remember, these are only guidelines, not “absolutes” 
from the IRS. 


Facts that provide evidence of the degree of control and independence fall into three 
categories: 


Behavioral Does the company control or have the right to control what the 
worker does and how the worker does his or her job? 


Financial Are the business aspects of the worker's job controlled by 
the payer? (These include things such as how the worker is 
paid, whether expenses are reimbursed, who provides tools/ 
supplies, etc.) 


Type of Relationship Are there written contracts or employee-type benefits (i.e., 
pension plan, insurance, vacation pay, etc.)? Will the 
relationship continue, and is the work performed a key 
aspect of the business? 


Businesses must weigh all these factors when determining whether a worker is an 
employee or independent contractor. Some factors may indicate that the worker is an 
employee, while other factors indicate that the worker is an independent contractor. 
There is no magic or set number of factors that makes the worker an employee or 
an independent contractor, and no one factor stands alone in making this determination. 
Also, factors that are relevant in one situation may not be relevant in another. 


So, is the person an employee or independent contractor? 


Independent Contractor The general rule is that an individual is an independent 
contractor if you, the person for whom the services are performed, have the right 

to control or direct only the result of the work and not the means and methods of 
accomplishing the result. 


Employee Under common-law rules, anyone who performs services for you is your 
employee if you can control what will be done and how it will be done. This is so even 
when you give the employee freedom of action. What matters is that you have the 
right to control the details of how the services are performed. 


Source: Internal Revenue Service, “Independent Contractor or Employee.” www. irs.gov (November 2008). 
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Exhibit 1-5 
Employee vs. Independent 
Contractor 


The difference between employees and 
independent contractors is an important 
yet frequently difficult distinction to 
make. The Internal Revenue Service (IRS) 
published guidelines for employers. 


18 


The late W. Edwards Deming, a statistician 
from Wyoming, has been credited with 
helping Japanese industries make a 
significant turnaround following World 
War II primarily by using statistical 
methods to improve quality. He also 
recognized a need for extensive employee 
training, teamwork, and strong supplier 
relationships. (Source: © AP/Wide World 
Photos) 


quality management 
Organizational commitment to con- 
tinuous process of improvement that 
expands the definition of customer 
to include everyone involved in the 
organization. 


Exhibit 1-6 

Components of Continuous 
Improvement 

These components of the continuous 
improvement process help employers 
determine what factors to consider when 
facing change. 


continuous improvement 
Organizational commitment to con- 
stantly improving quality of products 
or services. 


kaizen 

The Japanese term for an organiza- 
tions commitment to continuous 
improvement. 
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salaries include benefits, or “in-kind” pay, but they may forget to factor in benefits 
when comparing their pay to that of contingent workers. For example, paying a training 
consultant $4,000 for presenting a two-day skills-training program might cause some 
conflict with core HRM trainers, although the HRM trainer may not have the time or 
resources to develop such a program. If the consultant offers twenty of these two-day 
programs over the year, earning $80,000 in consulting fees, a $50,000-a-year company 
trainer might take offense. Consequently, HRM must ensure that its communication 
programs anticipate some of these potential conflicts and address them before they 
become detrimental to the organization—or worse, provide an incentive for core 
employees to leave. 


Continuous Improvement Programs 


A quality revolution continues in both the private and the public sectors. The generic 
terms that describe this revolution are quality management or continuous improve- 
ment. The revolution was inspired by a small group of quality experts—individuals 
such as Joseph Juran and the late W. Edwards Deming.** For our discussion, we'll focus 
our attention primarily on Deming’s work. 

An American who found few managers in the United States interested in his ideas, 
Deming went to Japan in 1950 and began advising many top Japanese managers on 
ways to improve their production effectiveness. Central to his management methods 
was the use of statistics to analyze variability in production processes. A well-managed 
organization, according to Deming, was one in which statistical control reduced vari- 
ability and resulted in uniform quality and predictable quantity of output. Deming 
developed a fourteen-point program for transforming organizations." Today, Dem- 
ing’s original program has been expanded into a philosophy of management driven by 
customer needs and expectations*® (see Exhibit 1-6). Quality management expands 
the term customer beyond the traditional definition to include everyone involved 
with the organization—either internally or externally—encompassing employees 
and suppliers as well as the people who buy the organization’s products or services. 
The objective is to create an organization committed to continuous improvement 
or, as the Japanese call it, kaizen*’—one that leads to achieving an effective and lean 
workplace.*® 


1. Intense focus on the customer. The customer includes not only outsiders who buy 
the organization's products or services but also internal customers (such as shipping or 
accounts payable personnel) who interact with and serve others in the organization. 


2. Concern for continuous improvement. Continuous improvement is a commitment 
to never being satisfied. “Very good” is not good enough. Quality can always be 
improved. 


3. Improvement in the quality of everything the organization does. Continuous im- 
provement uses a broad definition of quality. It relates not only to the final product 
but also to how the organization handles deliveries, how rapidly it responds to 
complaints, how politely the phones are answered, and the like. 


4. Accurate measurement. Continuous improvement uses statistical techniques to 
measure every critical variable in the organization's operations. These are compared 
against standards, or benchmarks, to identify problems, trace them to their roots, 
and eliminate their causes. 


5. Empowerment of employees. Continuous improvement involves the people on the 
line in the improvement process. Teams are widely used in continuous improvement 
programs as empowerment vehicles for finding and solving problems. 


Continuous Improvement Programs 


Work Process Engineering 


Although continuous improvement methods are useful innovations in many organiza- 
tions, they generally focus on incremental change. Such action—a constant and perma- 
nent search to make things better—is intuitively appealing. Many organizations, how- 
ever, operate in an environment of rapid and dynamic change. Consider the changes 
faced by the automotive industry as consumer preferences changed quickly from SUVs 
to hybrids when fuel prices skyrocketed in 2008 and the financial crisis emerged, or the 
airline industry as it tried to recover from the 9/11 terrorist attacks and increased secu- 
rity requirements only to be hit hard by those same fuel prices and financial crisis that 
sent the auto industry reeling. Incremental change simply won't do. As the elements 
around an organization quickly change, a continuous improvement process may 
actually keep them behind the times. 

Work process engineering goes beyond incremental change and requires an 
organization to face the possibility that what the organization may really need is radi- 
cal or quantum change.” Work process engineering is more radical than continuous 
improvement. It usually entails rethinking or redesigning processes used to accomplish 
organizational goals with the objective of dramatic improvements in efficiency and 
competitiveness. These actions will ultimately require many changes that will involve 
human resource professionals. 


How HRM Can Support Improvement Programs 


HRM plays an important role in implementing continuous improvement programs. 
Whenever an organization embarks on any improvement effort, it introduces change 
into the organization. As such, organization development efforts dominate. 

Specifically, HRM must prepare individuals for the change. This requires clear and 
extensive communication of why the change will occur, what is expected, and its 
effects on employees. Improvement efforts may change work patterns, operations, and 
even reporting relationships. Because change and fear are often associated, employees 
may create barriers to change. HRM must be ready to help affected employees overcome 
their resistance. 

Looking for better ways of working often results in new ways of 
doing things. Consequently, HRM must be prepared to train employees 
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work process engineering 
Radical, quantum change in an orga- 
nization. 


HRM must be ready to help affected 


in these new processes and help them attain new skill levels that may be employees overcome barriers to change. 


associated with improved operations. 


How HRM Assists in Work Process Engineering 


If we accept the premise that work process engineering will change how we do business, 
it stands to reason that our employees will be directly affected. As such, the gains that 
work process engineering offers will not occur unless we address the people issues. 

First of all, work process engineering may involve changes that leave employees, at 
least the survivors, confused and angry. Although a preferred method of “change” 
would involve employees throughout the process, we need to recognize that work 
process engineering may leave some employees frustrated and unsure of what to expect. 
As change is implemented, some may lose jobs, survivors may need retraining, and 
stress levels may be magnified. Accordingly, HRM must have mechanisms in place to 
give employees appropriate answers and direction for what to expect, as well as assis- 
tance in dealing with conflicts that may permeate the organization. 

Although the emotional aspect is difficult to resolve, work process engineering will 
generate benefits of improved efficiency and competitiveness only if HRM trains its 
employee population. Whether it’s a new process, a technology enhancement, working 
in teams, or adding decision-making authority, employees will need to learn new skills. 
Consequently, HRM must be ready to offer the skills training necessary in the “new” 
organization. Even the best process will fail if employees lack the requisite skills to per- 
form as the process task dictates. 
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Tom Brady's success on the football field 
was interrupted by a serious knee injury 
early in the 2008 season, but the New 
England Patriots managed to achieve a 
winning season without their famed 
quarterback. Winning doesn’t depend 
solely on the talents of superstars like 
Brady. The strength of successful teams 
requires the efforts of many individuals— 
coaches, specialized position players, and 
a field general (the quarterback) who 
becomes one of the team’s biggest 
cheerleaders. (Source: Nick Laham/Getty 
Images, Inc.) 


Tomorrow’s organizations will have an 
even greater emphasis on teams. 


Chapter 1 The Dynamic Environment of HRM 


Furthermore, as many components of the organization are redefined, so too will be 
many HRM activities that affect employees. For example, if redesigned work practices 
change employee compensation packages (for example, bonus/incentive pay), employ- 
ees need to know. Likewise, they must understand performance standards and how 
employees will be evaluated. 


Employee Involvement 


Whenever significant changes occur in an organization, subsequent changes in work 
methods must also occur. With respect to work process engineering and continuous 
improvements, many companies today require their employees to do more, faster, and 
better, with less. Involving employees means different things to different organizations 
and people, but by and large for today’s workers to be successful, a few necessary employee 
involvement concepts appear to be accepted. These are delegation, participative manage- 
ment, work teams, goal setting, and employer training—the empowering of employees. 


How Organizations Involve Employees 


Succeeding when facing multiple tasks, often on a number of projects, requires more 
employees at all levels to delegate some activities and responsibilities to other organiza- 
tional members. This means that employees need certain amounts of authority to make 
decisions that directly affect their work. Even though delegation was once perceived as 
something that managers did with lower levels of employees, today delegation is 
required at all levels of the organization—in essence it is peer delegation, or using influence 
without authority. 

In addition to taking on more responsibilities, employees are expected to make 
decisions without the benefit of tried-and-true past decisions. Because all employees 
become part of the process, the need is greater for them to contribute to the decision- 
making process. In most organizations, the days of autocratic management are over. To 
facilitate customer demands and fulfill corporate expectations, today’s 
employees must be more involved. Group decision making gives employees 
more input into the processes and greater access to needed information. 
Such actions are also consistent with work environments that require 
increased creativity and innovation. 

Work teams are also an effective way to increase employee involvement. The 
bureaucratic structure of yesterday—where clear lines of authority existed and the chain 
of command was paramount-—is not appropriate for many of today’s companies. Work- 
ers from different specializations in an organization work together to successfully 
complete complex projects. As such, traditional work areas have given way to more 
team effort, building and capitalizing on the various skills and backgrounds that each 
member brings to the team. Consider, for example, what kind of group it takes to put 
together a symphony. One musician could not possibly play all the various instruments 
at one time. To blend the music of the orchestra, symphonies have string sections, brass 
instruments, percussion, and the like. At times, however, a musician may cross over 
these boundaries, such as the trombonist who also plays the piano. These work teams 
are driven by the tasks at hand. Involving employees allows them to focus on the job 
goals. With greater freedom, employees are in a better position to develop the means to 
achieve the desired ends. In the case of a symphony, the result is a harmonious concert. 


Employee Involvement Implications for HRM 


We have addressed some components of employee involvement; for an organization, 
however, addressing them is not enough. Useful employee involvement requires 
demonstrated leadership as well as supportive management. Additionally, employees 
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need training, and that’s where HRM can make a valuable contribution. Employees 
expected to delegate, to have decisions made within a group, to work in teams, or to 
set goals cannot do so unless they know and understand what they are supposed to 
do. Empowering employees requires extensive training in all aspects of the job. Work- 
ers may need to understand new job design processes. They may need training in 
interpersonal skills to make participative management and work teams function 
properly. In the future, we can anticipate much more involvement from HRM in all 
parts of the organization. 


Other HRM Challenges 


The challenges to HRM are in the headlines every day. Issues like recessions, offshoring, 
mergers, bankruptcies, layoffs, workplace violence, and unemployment lead the broad- 
cast, print, and online news and enter our daily conversation. As you study human 
resource management, make a point of following current events as they affect employ- 
ment. These issues will continue to evolve and HRM will need to find ways to manage 
the changes as they affect employees. We will examine a few here, but you will find many 
more if you stay informed of current events. 


Recession 


As the financial crisis that started in 2008 continues to unfold, HR professionals are con- 
fronted with the challenges that accompany a recession. Certainly, layoffs top the list of 
difficult HR tasks, but they are not the only ones. Morale suffers as employees that sur- 
vive layoffs feel fear and resentment. Retraining becomes necessary as retained workers 
assume increased responsibilities. Benefits may need to change to save money, and key 
employees may be difficult to retain as they begin to look for employment with a firm 
they consider to be more stable. 

It’s not all bad news for HR in a recession, however. Higher unemployment makes 
it possible to attract and hire better qualified people when openings do occur. 


Offshoring 


The pictures and headlines are compelling and heartbreaking. Families that have 
worked the line at a manufacturer for generations stand next to a shuttered factory and 
wonder what they will do next. Maytag closed its 100-year-old Newton, Iowa, factory 
recently, leaving 700 workers unemployed in this small town. The North American Free 
Trade Agreement (NAFTA) certainly played a role in the closure as Maytag had already 
moved much manufacturing to Mexico before its sale to Whirlpool, but many will 
admit that the problems weren’t that simple. 

Economists estimate that no more than 3 percent of all mass layoffs are due to 
offshoring, or the process of moving jobs to another country for economic reasons. 
Instead, many manufacturing jobs are lost to more efficient production methods such 
as robotics and computerized tooling.°° 

Manufacturing jobs are not the only ones to be sent overseas. Many employers see 
offshoring as a necessity in order to compete in a global economy and find necessary 
skills, lower labor costs, and reduced costs of distribution. Some employers estimate 
that as much as 15-20 percent of their jobs will eventually be sent overseas, but this 
does not necessarily mean that the United States will see a reduction in overall employ- 
ment. A quarter of employers who have sent jobs overseas were able to create a greater 
number of better paying jobs here in the United States. Jobs frequently offshored 
include services that can be delivered electronically such as an overseas radiologist read- 
ing X-rays e-mailed in the middle of the night or an accountant in India doing work to 
help a busy C.P.A. firm in the United States during tax season. Other types of jobs that 
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offshoring 
The process of moving jobs out of one 
country and in to another country. 
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merger 
Joining ownership of two organizations. 


acquisition 
The transfer of ownership and control 
of one organization to another. 


ethics 
A set of rules or principles that defines 
right and wrong conduct. 
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are seeing offshore growth include computer programmers, software developers, sys- 
tems analysts, and... get ready . . . human resources. 


Mergers 


Banking, telecommunications, and airlines have all seen increases in mergers and 
acquisitions and many of us have had to get used to our banks or wireless carriers 
changing names in recent years. The recent financial crisis has necessitated mergers 
between such financial giants as Bank of America’s merger with Merrill Lynch and 
Wells Fargo’s purchase of Wachovia. If you or someone you know was affected by a 
merger or acquisition, you’ve probably experienced first hand the uncertainty, change, 
loss of jobs, and differences in culture that are almost inevitable when companies com- 
bine. The number of mergers in recent years has steadily increased worldwide?” and pre- 
sents new challenges to HR professionals. 

Mergers are a common way for businesses to enter new or global markets, acquire 
new technology, or gain a financial advantage by achieving economies of scale. Many 
mergers, possibly as many as three out of four, fail to achieve their objectives for finan- 
cial or strategic gain. Many of the reasons for those failures can be traced to the lack of 
attention to the human resource function in the merger process. For example, when 
Hewlett Packard merged with Compaq, customers were lost as employees became more 
focused on keeping their jobs rather than serving their customers.*? 

HR professionals can assist employees in the merger process by providing a well 
planned communication strategy. Employees want honest, current information that 
includes the goals of the merger, anticipated benefits, and a preliminary timeline for 
the planned changes. Multiple methods of communication are necessary including 
meetings, Internet updates, newsletters, and question and answer sessions. 


A Look at Ethics 


Ethics commonly refers to a set of rules or principles that define right and wrong con- 
duct.** Right or wrong behavior, though, may be difficult to determine. Most recognize 
that something illegal is also unethical, but what about the questionable “legal” areas 
such as the trips and bonuses authorized by AIG following their taxpayer bailout? 
Human resource literature has been filled with organizational practices at companies 
such as WorldCom, Enron, and Tyco. What executives at these companies did may be 
questionable, or even illegal, but the larger issue is the implications that such actions 
have created. For many, these corporate scandals have created a lack of trust of man- 
agement. People are questioning how such unethical actions could have gone unno- 
ticed if proper controls were in place in the organization. Moreover, the public is now 
examining the unethical cultures pervasive in these organizations. 

In the wake of the ethical failures that had a huge economic impact on employees 
and investors alike, Congress passed the Sarbanes-Oxley Act of 2002, also called SOX. 
Several provisions of the act require compliance monitoring that are left to HR profes- 
sionals in many organizations. The intent of the law was to add accountability to the 
actions and transactions of people in organizations in order to discourage or detect eth- 
ical misconduct. Recent research indicates that despite the new SOX regulations, when 
misconduct does occur, employees are no more likely to report violations of company 
ethical standards than they were before the law was enacted.°° 

Understanding ethics may be difficult, depending on your view of the topic (see 
Learning an HRM Skill—Guidelines for Acting Ethically, p. 26). People who lack a 
strong moral sense, however, are much less likely to do wrong if they feel constrained by 
rules, policies, job descriptions, or strong cultural norms that discourage such behav- 
iors. For example, someone in your class has stolen the final exam and is selling a copy 
for $50. You need to do well on this exam or risk failing the course. You expect that 
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some classmates have already bought copies, and that could affect any possibility of the 
exam being curved by the professor. Do you buy a copy because you fear that without it 
you'll be disadvantaged, do you refuse to buy a copy and try your best, or do you report 
your discovery to your instructor? 

The example of the final exam illustrates how ambiguity about what is ethical 
can be a problem for managers. Codes of ethics are an increasingly popular tool for 
attempting to reduce that ambiguity.°” A code of ethics is a formal document that 
states an organization’s primary values and the ethical rules it expects managers and 
operative employees to follow. Ideally, these codes should be specific enough to guide 
organizational personnel in what they are supposed to do, yet loose enough to allow for 
freedom of judgment. Although SOX may not have drastically changed employee 
behavior yet, most agree that a company with a pervasive culture of ethical behavior will 
benefit. Companies that have strong ethical cultures with ethical education programs 
see a 75 percent decrease in all unethical behavior.°8 

In isolation, ethics codes are unlikely to be much more than window dressing; 
Enron had a code of ethics statement. Their effectiveness depends heavily on whether 
management supports them, ingrains them into the corporate culture, and how indi- 
viduals who break the codes are treated.*? If all managers, including those in HRM, 
consider ethics codes important, regularly reaffirm their content, follow the rules 
themselves, and publicly reprimand rule breakers, then such codes can supply a strong 


foundation for an effective corporate ethics program.°° 


Summary 


(This summary relates to the Learning Outcomes identified on page 2.) After having 
read this chapter you can 


1. Discuss how cultural environments affect HRM practices. Globalization is cre- 
ating a situation where HRM must search for mobile and skilled employees who 
can succeed at their jobs in a foreign land. These employees must, therefore, under- 
stand the host country’s language, culture, and customs. 

2. Describe how technology is changing HRM. Technology is having a major 
impact on HRM. It’s giving all employees instant access to information and chang- 
ing the skill requirements of employees. Technological changes have required 
HRM to address or change its practices when it deals with such activities as recruit- 
ing and selecting employees, motivating and paying individuals, training and 
developing employees, and in legal and ethical matters. 

3. Identify significant changes in workforce composition. The workforce compo- 
sition has changed considerably over the past thirty-five years. Once characterized 
as having a dominant number of white males, the workforce of the new millennium 
is comprised of a mixture of women, minorities, immigrants, and white males. 

4. Describe the HRM implications of a labor shortage. It is estimated that there 
will be a shortage of skilled labor in the United States over the next ten to fifteen 
years. The primary reasons for this shortage are birthrates and labor participation 
rates. For HRM, the labor shortage means that human resource managers will need 
sophisticated recruitment and retention strategies and have a better understand- 
ing of human behavior. 

5. Describe how changing skill requirements affect HRM. Changing skill require- 
ments means HRM has to provide extensive employee training. This training can 
be in the form of remedial help for those who have skill deficiencies or specialized 
training dealing with technology changes. 

6. Explain why organizational members focus on quality and continuous 
improvements. Organizational members focus on quality and continuous im- 
provements for these reasons: today’s educated consumers demand it, and quality 
improvements have become strategic initiatives in the organization. HRM is 
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code of ethics 

A formal document that states an 
organization's primary values and the 
ethical rules it expects organizational 
members to follow. 
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instrumental in quality initiatives by preparing employees to deal with the change 
and training them in new techniques. 

Describe work process engineering and its implications for HRM. Continu- 
ous incremental improvements focus on enhancing the quality of a current work 
process. Work process engineering focuses on major or radical change in the 
organization. 


8. Identify who makes up the contingent workforce and its HRM implications. 


The contingent workforce includes part-time, temporary, consultant, and contract 
workers who provide as-needed services to organizations. The HRM implications 
of a contingent workforce include attracting and retaining skilled contingent 
workers, adjusting to their special needs, and managing any conflict that may arise 
between core and contingent workers. 


9. Define employee involvement and list its critical components. Employee 


involvement can be best defined as giving each worker more control over his or 
her job. To do this requires delegation, participative management, developing 
work teams, goal setting, and employee training. If handled properly, involving 
employees should lead to developing more productive employees who are more 
loyal and committed to the organization. 


10. Explain the importance of ethics in an organization. Ethics refers to rules or 


D 


principles that define right or wrong conduct. Given organizational practices of the 
early 2000s, ethics has become a focal point of proper organizational citizenship. 


emonstrating Comprehension 


QUESTIONS FOR REVIEW 


1. 


How has the global village contributed to the need for diversity awareness in our 
organizations? 


2. Describe the workforce shifts in types of jobs during the past hundred years. What 
implications have these shifts created for today’s human resource managers? 

3. Which groups will comprise the greatest influx into the U.S. workforce over the 
next ten years? How will these groups affect HRM? 

4. How can human resource managers help employees deal with work/life issues? 

5. What is a knowledge worker? What HRM changes can be expected in dealing with 
knowledge workers with respect to recruiting, selection, motivation, and work/life 
issues? 

6. Explain the increased popularity of continuous improvements and work process 
engineering in the past twenty years. 

7. What is the purpose of a continuous improvement program? What role does HRM 
play in assisting continuing improvements? 

8. What are the necessary ingredients for a successful empowerment program? 

9. What are ethics and why are they important for organizations? 

Key Terms 

acquisition core employees merger quality 

baby boomers downsizing multinational management 

code of ethics ethics corporations rightsizing 

contingent globalization (MNCs) workforce 
workforce kaizen offshoring diversity 

continuous knowledge outsourcing work process 


improvement workers engineering 


Developing Diagnostic and Analytical Skills 
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Linking Concepts to Practice DISCUSSION QUESTIONS 


1. How can HRM ensure that it is properly preparing the organi- 
zation for dealing with globalization? 

2. “Workforce diversity is nothing new. We need only look back 
to the early 1900s when thousands of immigrants came to the 
United States, understand how we handled them, and then 
implement similar practices again.” Do you agree or disagree 
with the statement? Explain. 


3. What can HRM do to help ensure the highest ethics in an 
organization? 

4. Discuss the implications of hiring contingent workers from 
both the organizational and contingent worker perspective. 

5. Training organizational members how to be coaches and how 
to empower employees will be a major HRM activity in the next 
decade. Do you agree or disagree with this statement? Explain. 


Developing Diagnostic and Analytical Skills 


Case Application 1: WORK/LIFE BALANCE AT BAXTER 


Baxter International may not be a household name, but if you’ve ever 
been in a hospital, you’ve probably seen their products. The company 
produces medical products that are used in IV (intravenous solutions), 
anesthesia, dialysis, and many blood disorders along with medical 
devices, biotechnology products°! and specialty pharmaceuticals. 
Employees at Baxter are justifiably proud of the lifesaving products 
they produce, but also take pride in the emphasis that Baxter takes in 
their ability to balance their careers and family responsibilities. 
Work/life balance is part of the culture at Baxter. Managers and 
employees share responsibility in managing the daily demands of a 
career and family and are provided with a guidebook that encour- 
ages discussion and problem-solving strategies for work/life con- 
flicts. They recognize that alternate work arrangements can be a way 
to meet employees’ needs for balance and flexibility, and that the 
employee should examine his/her own personal characteristics 
when considering a change in schedule. The company Web site 
includes a guide for determining if alternative work arrangements 
would be a good fit for the employee’s personality and career. 
Options like part-time work, job-sharing, compressed work week, 
and telecommuting are analyzed. If the employee feels that an alter- 
native work arrangement is appropriate, Baxter provides an online 
proposal kit for the employee to request a more flexible schedule. 
Baxter has acquired several companies from other countries in 
recent years and is in the process of spreading family-friendly bene- 
fits such as alternative work arrangements, dependent care, coun- 
seling resources, adoption assistance, back-up/emergency child 
care, and lactation rooms to their non-United States subsidiaries. 
The commitment to balance seems to permeate the culture all 
the way to the top. Harry Jansen Kraemer, a former C.E.O., attempted 
to balance his career and family by not accepting work-related calls 


after 6:00 P.M. He once refused to cancel a family camping trip after 
being informed that a Baxter product was implicated in several recent 
patient deaths. He admonished his staff to “do the right thing”? in 
his absence. 

Is this work/life balance at Baxter beneficial? That answer 
depends on how one defines beneficial. In spite of two major prod- 
uct failures since 2001, they have grown steadily to 45,000 employ- 
ees in 200 facilities worldwide. Revenues, profits, and stock prices 
have all shown steady growth. Based on these performance mea- 
sures, you could say that the emphasis on balance has been success- 
ful. In addition, by allowing employees to request alternative and 
flexible work arrangements such as job-sharing, compressed work- 
weeks, and telecommuting, Baxter has been able to attract and 
retain top-notch employees, who in turn have generated greater pro- 
ductivity for the company.°? 


Questions: 


1. What role, if any, does work/life balance play in the success of 
an organization? Explain. 

2. How does diversity in an organization affect the organiza- 
tion’s work/life balance? What ethical considerations exist 
that may drive the organization to be more work/life 
balanced? 

3. How can organizations develop a culture that supports work/ 
life balance? 

4. What role does human resources play in making sure work/ 
life practices are effective? 

5. Take a look at the Baxter Web site “Careers” section (www. 
baxter.com). What does Baxter do that seems to support the 
goal of work/life balance? 


Working with a Team UNDERSTANDING DIVERSITY ISSUES 


Workforce diversity has become a major issue for managers. 
Although similarities are common among individuals, obvious dif- 
ferences do exist. A means of identifying some of those differences 


is getting to know individuals from diverse groups. For this exer- 
cise, you will need to speak with a student at your school that is 
from a different country. If you don’t know any, the office of your 
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college responsible for coordinating international students can 
give you a list of names. Interview at least three people to ask such 
questions as: 


1. What country do you come from? 

2. What is your first language? 

3. Describe your country’s culture in terms of form of govern- 
ment, emphasis on individuals versus groups, roles of women 
in the workforce, benefits provided to employees, and how 
employees are treated. 


4. What were the greatest difficulties in adapting to this new 
culture? 

5. What advice would you give me if I had an HRM position in 
your country? 


In groups of three to five class members, discuss your findings. 
Are there similarities in what each of you found? If so, what are 
they? Are there major differences? Describe them. What implications 
for managing in the global village has this exercise generated for you 
and your group? 


Learning an HRM Skill GUIDELINES FOR ACTING ETHICALLY 


About the skill: Making ethical choices can be difficult for human 
resource managers. Obeying the law is mandatory, but acting ethi- 
cally goes beyond mere compliance with the law. It means acting 
responsibly in those “gray” areas where right and wrong are not 
defined. What can you do to enhance your abilities in acting ethi- 
cally? We offer some guidelines. 


1. Know your organization’s policy on ethics. Company policies 
on ethics, if they exist, describe what the organization perceives 
as ethical behavior and what it expects you to do. This policy 
will help you clarify what is permissible and what discretion 
you will have. This becomes your code of ethics to follow. 

2. Understand the ethics policy. Just having the policy in your 
hand does not guarantee that it will achieve what it is 
intended to. You need to fully understand it. Behaving ethi- 
cally is rarely a cut-and-dried process, but the policy can act as 
a guide by which you will act in the organization. Even if no 
policy exists, you can take several steps before you deal with a 
difficult situation. 

3. Think before you act. Ask yourself, “Why am I going to do 
what I’m about to do? What led up to the problem? What is 
my true intention in taking this action? Is my reason valid, or 
are ulterior motives behind it—such as demonstrating organi- 
zational loyalty? Will my action injure someone? Would I dis- 


Enhancing Your Communication Skills 


close to my boss or my family what I’m going to do?” Remem- 
ber, it’s your behavior and your actions. Make sure that you 
are not doing something that will jeopardize your role as a 
manager, your organization, or your reputation. 

4. Ask yourself what-if questions when you think about why you 
are going to do something. The following questions may help 
you shape your actions. “What if I make the wrong decision? 
What will happen to me? To my job?” “What if my actions 
were described, in detail, on the local TV news or in the news- 
paper? Would it bother or embarrass me or those around 
me?” “What if I get caught doing something unethical? Am I 
prepared to deal with the consequences?” 

5. Seek opinions from others. If you must do something major 
about which you are uncertain, ask for advice from other 
managers. Maybe they have been in a similar situation and can 
give you the benefit of their experience. Or maybe they can 
just listen and act as a sounding board for you. 

6. Do what you truly believe is right. You have a conscience, and 
you are responsible for your behavior. Whatever you do, if you 
truly believe it was the right action to take, then what others say 
or what the “Monday-morning quarterbacks” say is immaterial. 
Be true to your own internal ethical standards. Ask yourself: 
“Can I live with what I’ve done?” 


1. Visit a human resource management department (or you may 
want to visit a company’s Web site). Research information on 
this organization in terms of human resource activities. For 
instance, if the organization has a job posting Web site, visit it 
and critique its usefulness to you. 

2. Provide a two- to three-page write-up on a technology-based 
organization (for example, Amazon.com, Dell, Varsitybooks 
.com) and the effect of technology on the human resource 
aspects of the business. Emphasize the way the business has 


had to change its HRM practices to accommodate technology 
changes, and the benefits that have accrued or that are antici- 
pated. 

3. Develop a report on the pros and cons of the work/life conflict. 
Prepare your report from either an organization’s or a person’s 
perspective. (Note: This would make a good debate if one per- 
son takes the organization’s perspective and another person 
takes the individual’s perspective). 
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Chapter 2 


Fundamentals of 
strategic HRM 


Learning Outcomes 


After reading this chapter, you will be able to 
1 Explain what we mean by strategic human resource management. 
2 Describe the importance of human resource management. 

3 Identify the primary external influences affecting human resource management. 
4 Characterize how management practices affect human resource management. 
5 Discuss the effect of labor unions on human resource management. 
6 


Outline the components and the goals of the staffing, training, and development 
functions of human resource management. 


N 


List the components and goals of the motivation and maintenance functions. 
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Outline the major activities in the employment, training and development, 
compensation and benefits, and employee relations departments of human 
resource management. 


9 Explain how human resource management practices differ in small businesses and 
in international settings. 


hen the housing market 

entered a slump in early 

2008, it took home 
improvement stores down with it. 
Home Depot responded to a drop in 
sales by laying off hundreds of workers. 
The cuts didn’t stop there. In April of 
2008, Home Depot’s human resource 
department made the shocking revela- 
tion that it was cutting itself in half, 
laying off as much as 50 percent of the 
HR staff.' The objective was to stream- 
line HR processes and use the extra 
money to fortify the retail sales staff, 
something Home Depot calls “putting 
aprons on the floor,” referring to the 
orange aprons worn by sales associates. 

Why would HR offer to “take 
one for the team” by cutting staff by 
nearly 1,200 people? The answer lies in 
how it aligned its strategy with Home 
Depot’s organizational strategy. A little 
history helps put things in perspective. 

Home Depot founders Arthur 
Blank and Bernie Marcus were advo- 
cates of an upside-down pyramid sort 
of company structure. Customers were 
at the top, followed by store employees, 
and then by management who were 
encouraged to make their own deci- 
sions and focus on the customer and 
employees. HR strategy complimented 
the company strategy with recognition 
for sales performance and a compensa- 
tion plan that included bonuses for 
top sales and stock benefits. 

In 2001, Robert Nardelli became 
CEO and turned Home Depot into a 
traditional “topdown” structure with 
top managers firmly in charge. His prior 
experience at General Electric (GE) had 
taught him strict controls and measure- 
ment metrics. Cost cutting led to strong 


profits and sales, but customer satisfac- 


tion ratings were dismal and associate 
morale was low. HR’s role turned to 
assistance with developing better 
controls and more efficient systems. 
Nardelli left in 2006 with a controversial 
severance package worth millions. 

Current Chairman Frank Blake 
is in the process of turning the pyra- 
mid back upside-down with focus on 
customers and store associates. He 
announced an initiative called “aprons 
on the floor” with the goal of increas- 
ing the quantity and quality of store 
associates. He also asked senior man- 
agement to arrive at cost cutting strate- 
gies to raise the money necessary for 
the additional associates. 

HR stepped up with a proposal to 
reduce staff by taking HR profession- 
als out of the individual stores and 


combining the HR functions into 


(Source: © Steve Hasel/St. Petersburg Times/Zuma) 


district teams” that would oversee six 
to ten stores. These teams would con- 
sist of a district HR manager and three 
HR generalists with responsibility for 
staffing, development, associate rela- 
tions, and performance management.* 
This is similar to the service centers 
that companies like Target and Wal- 
Mart use for their HR functions. 

Did HR at Home Depot hurt their 
role as partners in organizational 
strategy by cutting their staff? Proba- 
bly not. Most of the positions elimi- 
nated were in the stores where strategy 
is administered, not set. HR demon- 
strated their commitment to company 
strategy by “taking one for the team” 
and making the necessary sacrifices to 
gain more store associates. Will they 
weather the storm? Will they need 


more cuts? Stay tuned. 
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People, not buildings, make a company 


successful. 


Like many other companies, Starbucks 
recently announced store closings and 
layoffs yet they remain on Fortune 
Magazine's list of “Most Admired 
Companies.” Why? The answer is 
simple—it's the people. From day one, 
Starbucks employees know exactly what's 
expected of them and how vital they 
are to the success of the business. As 
Starbucks says, it puts people before 
products. (Source: Marc Asnin/Redux 
Pictures) 


Chapter 2 Fundamentals of Strategic HRM 


Introduction 


When you consider for a moment how HR at Home Depot reflects organizational strat- 
egy, it is important to note that achieving organizational goals cannot be done without 
human resources. What is Google without its employees? A lot of buildings, expensive 
equipment, and some impressive bank balances. Similarly, if you 
removed the employees from such varied organizations as the Philadel- 
phia Phillies, Microsoft, Hallmark, Sprint, or the American Red Cross, 
what would you have left? Not much. People—not buildings, equipment, 
or brand names—make a company. 

This point is one that many of us take for granted. When you think about the mil- 
lions of organizations that provide us with goods and services, any one or more of 
which will probably employ you during your lifetime, how often do you explicitly con- 
sider that these organizations depend on people to make them operate? Only under 
unusual circumstances, such as when you are put on hold for too long on a company’s 
toll-free customer-service line or when a major corporation is sued for a discriminatory 
HRM practice, do you recognize the important role that employees play in making 
organizations work. But how did these people come to be employees in their organiza- 
tions? How were they selected? Why do they come to work on a regular basis? How do 
they know what to do on their jobs? How does management know if the employees are 
performing adequately? And if they are not, what can be done about it? Will today’s 
employees be adequately prepared for the technologically advanced work the organiza- 
tion will require of them in the years ahead? What happens in an organization if a 
union is present? 

These are some of the many questions whose answers lie at the foundations of 
HRM. But, as we saw in Chapter 1, answers to these questions are affected by elements 
outside any organization’s control. Make no mistake, globalization is changing the 
strategic nature of organizations, including HRM. For example, consider the shifting of 
jobs worldwide. Given the technology available for customer service, in what country 
the phone is answered makes no difference to the customer. Realistically, it’s always 
9-to-5 somewhere in the world. Routing customer service calls to different countries in 
different time zones can enable a company to provide 24/7 service without having to 
pay premium wages for work after “normal work hours.” Remember “Globalization 
3.0” from Chapter 1 and the book The World Is Flat? 

We will discuss various elements as a set of activities to be accomplished by indi- 
viduals, whether actual members or service providers for an organization. Regardless of 
the doer, certain actions must take place—actions that serve as the fundamentals of 
HRM. Yet the field of HRM cannot exist in isolation. Rather, it’s part of the larger field 
of management. 


Why Is HRM Important 
to an Organization? 


Prior to the mid-1960s, personnel departments in organizations were often perceived as 
the “health and happiness” crews.* Their primary job activities involved planning com- 
pany picnics, scheduling vacations, enrolling workers for health-care coverage, and 
planning retirement parties. 

Federal and state laws have placed many new requirements on employers concern- 
ing hiring and employment practices. Jobs have also changed. They have become more 
technical and require employees with greater skills. Furthermore, job boundaries are 
becoming blurred. In the past, a worker performed a job in a specific department, working 
on particular job tasks with others who did similar jobs. Today’s workers are just as 


Why Is HRM Important to an Organization? 


A Management Recap 


HRM does not exist in isolation. Rather, it is a 
subset of the field of management. For those 
who desire a quick review of management, please 
read on. 

Management is the process of efficiently achieving 
the objectives of the organization with and 
through people. To achieve its objective, management typically 
requires the coordination of several vital components that we 
call functions. The primary functions of management that are 
required are: 


Planning: establishing goals 

Organizing: determining what activities need to be completed 
to accomplish those goals 

Leading: ensuring that the right people are on the job with 
appropriate skills, and motivating them to levels of high 
productivity 

Controlling: monitoring activities to ensure that goals are met 


When these four functions operate in a coordinated fash- 
ion, we can say that the organization is heading in the correct di- 
rection toward achieving its objectives. Common to any effort to 
achieve objectives are three elements: goals, limited resources, 
and people. 

In any discussion of management, one must recognize the 
importance of setting goals. Goals are necessary because activi- 
ties undertaken in an organization must be directed toward 
some end. For instance, your goal in taking this class is to build 
a foundation of understanding HRM and, obviously, to pass the 
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DID YOU KNOW? 


class. There is considerable truth in the observation, “If you 
don’t know where you are going, any road will take you there.” 
The established goals may not be explicit, but where there are no 
goals, there is no need for managers. 

Limited resources are a fact of organizational life. Eco- 
nomic resources, by definition, are scarce; therefore, the man- 
ager is responsible for their allocation. This requires not only 
that managers be effective in achieving the established goals, but 
that they be efficient in doing so. Managers, then, are concerned 
with the attainment of goals, which makes them effective, and 
with the best allocation of scarce resources, which makes them 
efficient. 

The need for two or more people is the third and last req- 
uisite for management. It is with and through people that 
managers perform their work. Daniel Defoe’s legendary 
Robinson Crusoe could not become a manager until Friday 
arrived. 

In summary, managers are those who work with and 
through people, allocating resources in the effort to achieve 
goals. They perform their tasks through four critical activities— 
planning, organizing, leading, and controlling. 


Source: For a comprehensive overview of management, see Stephen P. Robbins 
and David A. DeCenzo, Fundamentals of Management, 6th ed. (Upper 
Saddle River, NJ: Prentice Hall, 2008), Ch. 1. It is also worth noting that 
changes in the world of work reveal that these work functions may no 
longer be just the responsibility of managers but part of every worker’s job 
responsibility. 


management 


likely, however, to find themselves working on project teams with various people from 
across the organization. Others may do the majority of their work at home and rarely 
see any of their coworkers. And, of course, global competition has increased the impor- 
tance of improving workforce productivity and looking globally for the best-qualified 
workers. Thus, organizations need HRM specialists trained in psychology, sociology, 
organization and work design, and law. 

Federal legislation requires organizations to hire the best-qualified candidate without 
regard to race, age, religion, color, sex, disability, or national origin—and someone must 
ensure that this is done. Employees need to be trained to function effectively within the 
organization—and again, someone must oversee this as well as the continuing personal 
development of each employee. Someone must ensure that these employees maintain 
their productive affiliation with the organization. The work environment must be 
structured to encourage worker retention while simultaneously attracting new appli- 
cants. Of course, the “someones” we refer to, those primarily responsible for carrying 
out these activities, are human resource professionals. 

Today, professionals in human resources are important elements in the success 
of any organization. Their jobs require a new level of sophistication. Not surprisingly, 
their status in some organizations has also been elevated. Even the name has changed. 
Although the terms personnel and human resource management are frequently used inter- 
changeably, it is important to note that the two connote quite different aspects of 
the job. The human resource department head, once a single individual heading the 


The process of efficiently completing 
activities with and through people. 


planning 
A management function focusing 
on setting organizational goals and 
objectives. 


organizing 

A management function that deals 
with determining what jobs are to 
be done, by whom, where decisions 
are to be made, and how to group 
employees. 


leading 
Management function concerned with 
directing the work of others. 


controlling 

Management function concerned with 
monitoring activities to ensure goals 
are met. 
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Exhibit 2-1 
Strategic HR Aligns with Organi- 
zational Strategy 


Different organizational strategies call for 
tailor-made HR strategies. Staffing, train- 
ing and development, motivation and 
maintenance all must emphasize factors 
that support the strategy. 


Strategy Type 


Cost differentiation Provide great 
value and low cost. 


Product differentiation Deliver 
product/service that is similar to com- 
petitors but incorporates a feature(s) 
that differentiates it. 


Customer Intimacy Strong personal 
relationship between provider of 
product/service and customer. 


Customer/Market Focus 
Unique target market characteristics. 
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personnel function, today may bea senior vice president sitting on executive boards and 
participating in the development of the overall organizational strategy. 


The Strategic Nature 


Many companies today recognize the importance of people in meeting their goals. 
HRM must therefore balance two primary responsibilities: assisting the organization in 
its strategic direction and representing and advocating for the organization’s employees. 
Clearly, HRM has a significant role in today’s organizations. HRM must be forward 
thinking. HRM must not simply react to what “management” states. Rather, HRM 
must take the lead in assisting management with the “people” component of the orga- 
nization. Moreover, an organization’s employees can assist in gaining and maintaining 
a competitive advantage. Attracting and keeping such employees requires HRM policies 
and practices that they desire. Being a strategic partner also involves supporting the 
business strategy. This means working with line management in analyzing organiza- 
tional designs, the culture, and performance systems, and recommending and imple- 
menting changes where necessary. Exhibit 2-1 describes how HR responds to four 
different strategic approaches. 


What It Looks Like 


Emphasize acquiring low-cost materi- 
als, streamlining processes, reducing 
waste, maximizing efficiencies (e.g., 
Wal-Mart, Hyundai). 


Emphasize creativity and innovation. 
Consumers faced with multiple 
choices; identify those features that 
make the product/service stand out 
(e.g., Webkinz, Aveda). 


Emphasize relationship between 
consumers and point person. 
Personalized service differentiates the 
product/service from competitors 
(e.g., local hair salon, Nordstrom). 


Emphasize the needs of a specific 
target market, such as generational 
or lifestyle (e.g., Abercrombie & 
Fitch). 


Implications for HR 


Structure jobs and departments to 
maximize cross training, knowledge 
sharing. 


Design compensation programs to 
reward efficiency, cost savings. 


Select employees with versatile skill 
sets. 


Design compensation systems to 
reward creativity, innovation. 


Educate employees about product/ 
service differentiating features. 


Create marketing campaign to 
promote special product features. 


Recruit and select job candidates 
with strong customer service and 
customer relations skills to help fortify 
the provider/consumer relationship. 


Focus reward strategies on customer 
attraction, satisfaction and retention. 


Use strong market research to drive 
recruitment and selection so employ- 
ees have a strong understanding of 
the target market. 


Emphasize versatility and 
adaptability as products and 
services are subject to rapid change.° 


The HRM Functions 


Just as the organizational strategy helps functional areas such as marketing, 
finance, production, and operations align practices and tactical plans with organiza- 
tional goals,” HR professionals must align HR practices and plans with the overall 
organizational strategy. HR can help the organization select an appropriate structure 
to fit the needs of the strategy. Some questions to be answered are: How centralized 
or decentralized are the authority relationships? How narrow or wide is the span of 
control? 

Once the structure is selected, jobs need to be designed so that employees under- 
stand the relevance of their positions to the organizational strategy and the necessary 
knowledge, skills, and abilities (KSAs) to achieve success. Thought also needs to be given to 
the amount of autonomy, skill variety, and work pace the position needs. Hiring and 
recruitment policies must be examined to make sure that the proper sources are being 
contacted and people with the right skills are being selected. 

Performance management also needs to support the organizational structure. HR 
needs to decide what the relevant job standards are and how to evaluate performance. 
Compensation needs to reward progress toward organizational goals. In short, strategic 
human resource management creates a clear connection between the goals of the 
organization and the activities of the people who work there. All employees should see 
the link between their daily tasks and achievement of a purpose or goal. 

The HR functions of staffing, training, and development are important to supporting 
organization strategy through human capital related areas such as building, developing, 
and maintaining a productive and talented workforce. 8 Research has shown that compa- 
nies that link strategy with human resources show increased profitability and shareholder 
value. Not only that, but the higher the emphasis on practices that value human capital, 
the more profitable they seem to be. Superior HR practices, including hiring the right peo- 
ple to support company strategy, seem to support productivity and profitability.’ 


The HRM Functions 


HRM is the part of the organization concerned with the “people” dimension. HRM 
can be viewed in one of two ways. First, HRM is a staff or support function in the 
organization. Its role is to provide assistance in HRM matters to line employees, or 
those directly involved in producing the organization’s goods and services. Second, 
HRM is a function of every manager’s job. Whether or not one works in a formal 
HRM department, the fact remains that to effectively manage employees, all man- 
agers must handle the activities we’ll describe in this book. That’s important to keep 
in mind! 

Every organization is comprised of people. Acquiring their services, developing 
their skills, motivating them to high levels of performance, and ensuring that they 
maintain their commitment to the organization are essential to achieving organiza- 
tional objectives. This is true regardless of the type of organization—government, busi- 
ness, education, health, recreation, or social action. Hiring and keeping good people is 
critical to the success of every organization. 

To look at HRM more specifically, we propose that it consists of four basic func- 
tions: (1) staffing, (2) training and development, (3) motivation, and (4) maintenance. 
In less academic terms, we might say that HRM is made up of four activities: (1) hiring 
people, (2) preparing them, (3) stimulating them, and (4) keeping them. 

Even the smallest entrepreneurial organization with one or two employees must 
recognize responsibility for all four HR functions. In organizations that are too small 
for a formal human resource management department, these functions will be the 
responsibility of each line manager. Line managers will always have many of these 
responsibilities whether a formal human resources department exists or not. HR 
departments are generally responsible for assisting the line manager in these activities. 
Organizational strategy, structure, or culture may dictate that such activities, although 
supportive of line management, will be more effective if handled in a more centralized 
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strategic human resource 
management 

Aligning HR policies and decisions 
with the organizational strategy and 
mission. 
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Exhibit 2-2 
Human Resource Management: 
Primary Activities 


Human resource management (HRM) 
goals are accomplished through the 
functions of staffing, training and devel- 
opment, motivation and maintenance. 
External factors influencing the process 
are labor relations, management 
practices, government legislation, and 
globalization. 


staffing function 
Activities in HRM concerned with 
seeking and hiring qualified employees. 
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external influences 
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fashion in the human resource department. For ease of clarity, we’ll discuss the follow- 
ing functions as if they are the responsibility of an HRM department. 

When one attempts to piece together an approach for HRM, many variations and 
themes may exist.'? However, when we begin to focus on HRM activities as subsets of 
the four functions, a clearer picture arises (see Exhibit 2-2). Let’s take a closer look at 
each component. 


Staffing Function 


Although recruiting is frequently perceived as the initial step in the staffing function, 
it has prerequisites. Specifically, before the first job candidate is sought, the HR spe- 
cialist must embark on employment planning. This area alone has probably fostered 
the most change in human resource departments during the past thirty years. Organi- 
zations must have a well-defined reason for needing individuals who possess specific 
skills, knowledge, and abilities directly linked to specific jobs. No longer does the HR 
manager exist in total darkness, or for that matter, in a reactive mode. Not until the 
organization’s mission and strategy have been fully developed can human resource 
managers begin to determine human resource needs. 

Specifically, when an organization plans strategically, it determines its goals and 
objectives for a given period of time. These goals and objectives often lead to structural 
changes in the organization, requiring changes in job requirements and reporting rela- 
tionships. These new or revised structures will require HR professionals to direct 
recruiting efforts to find individuals with skills matching the organizational strategy. 
For example, an organization seeking a cost differentiation strategy may need to seek 
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employees who are flexible and have a variety of skills in addition to their specific job 
description. It is these jobs that HRM must be prepared to fill. 7 

Many organizations are choosing to assist recruiting efforts by developing and pro- 
moting an employment “branding” strategy much the same way that consumer prod- 
ucts have a distinct brand image. The image needs to fit the organizational strategy, 
mission, and values. Google, for instance, has promoted an employment brand that 
promotes their culture of creativity and innovation plus employee perks like free food, 
games, and lots of social interaction.'* Branding assists candidates in selecting an 
employer that they perceive to be a good fit with their values, personality, and work 
ethic. Branding also allows candidates who do not feel that they would be a good fit 
with the organization to decide not to pursue employment. 

As an organization’s jobs are analyzed, specific skills, knowledge, and abilities are 
identified that the job applicant must possess to succeed. This aspect cannot be under- 
stated, for herein lies much of the responsibility and success of HRM. 4 Through the 
job analysis process, HRM identifies the essential qualifications for a particular job and 
includes them in the job description. This accomplishes two objectives. First, prospec- 
tive employees can see a clear connection between the job and the mission or strategy of 
the company. Second, it assures that the candidate is selected according to objective 
criteria and not politics or personal bias, hopefully reducing the chance that illegal dis- 
crimination may influence hiring. 

Additionally, almost all activities involved in HRM revolve around an accurate 
description of the job. One cannot successfully recruit without knowledge of the crit- 
ical skills required, nor can one appropriately set performance standards and pay 
rates or invoke disciplinary procedures fairly without this understanding. Once these 
critical competencies have been identified, the recruiting process begins. Armed with 
information from employment planning, HR can begin to focus on prospective can- 
didates. When involved in recruiting, HR specialists should attempt to achieve two 
goals: to obtain an adequate pool of applicants, thereby giving line managers more 
choices; and simultaneously provide enough information about the job to head off 
unqualified applicants. Recruiting then becomes an activity designed to locate poten- 
tially good applicants, conditioned by the recruiting effort’s constraints, the job 
market, and the need to reach members of underrepresented groups such as minori- 
ties and women. 

Once applications have come in, it is time to begin the selection phase. Selection, 
too, has a dual focus. It attempts to thin out the large set of applications that arrived 
during the recruiting phase and to select an applicant who will be suc- 
cessful on the job. To achieve this goal, many companies use a variety of 
steps to assess the applicants. The candidate who successfully completes 
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Google engineers energize by playing 
“Guitar Hero” at work. (Source: Kate 
Lacey/The New York Times/Redux Pictures) 


The goal of recruiting is to give enough 


all steps is typically offered the job, but that is only half of the equation. information about the job to attract a large 
HRM must also ensure that the best prospect accepts a job offer. Accord- number of qualified applicants and simul- 


ingly, HRM must communicate a variety of information to the applicant, 
such as the organization culture, what is expected of employees, and any 
other information that is pertinent to the candidate’s decision-making 
process. 

The completed selection process ends the staffing function. The goals, then, of the 
staffing function are to locate competent employees and bring them into the organiza- 
tion. When this goal has been reached, HRM focuses its attention on the employee’s 
training and development. 


Training and Development Function 


Whenever HRM embarks on the hiring process, it attempts to search for and secure the 
“best” possible candidate. And while HRM professionals pride themselves on being 
able to determine those who are qualified versus those who are not, the fact remains 
that few, if any, new employees can truly come into an organization and immediately 
become fully functioning, 100 percent performers. First, employees need to adapt to 


taneously discourage the unqualified from 


applying, 
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training and development 
function 

Activities in HRM concerned with 
assisting employees to develop up-to- 
date skills, knowledge, and abilities. 


motivation function 

Activities in HRM concerned with 
helping employees exert at high energy 
levels. 


Exhibit 2-3 

Training and Development 
Activities 

Training and development activities are a 
continuing process beginning with the 
first day on the job, building skills for high 
performance and high morale. 
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their new surroundings. Socialization is a means of bringing about this adaptation. 
While it may begin informally in the late stages of the hiring process, the thrust of 
socialization continues for many months after the individual begins working. During 
this time, the focus is on orienting the new employee to the rules, regulations, and 
goals and culture of the organization, department, and work unit. Then, as the 
employee becomes more comfortable with his or her surroundings, more intense 
training begins. 

Employees often take months to adjust to their new organizations and positions. 
Although the job description may seem straightforward, employees need to learn the 
culture of the organization, how information is communicated, and how their position 
fits the organization structure and strategy. HRM plays an important role in assimilat- 
ing employees so they can become fully productive. To accomplish this, HRM typically 
embarks on four areas in the training and development phase: employee training, 
employee development, organization development, and career development. It is 
important to note that employee and career development is more employee centered, 
whereas employee training is designed to promote competency in the new job. Organi- 
zation development, on the other hand, focuses on organizational changes. While each 
area has a unique focus, all four are critical to the success of the training and develop- 
ment phase. We have summarized these four in Exhibit 2-3. 

The training and development function tends to be a continuous process. The 
goal of training and development is to have competent, adapted employees who possess 
the up-to-date skills, knowledge, and abilities needed to perform their current jobs 
more successfully. If that is attained, HRM turns its attention to finding ways to moti- 
vate these individuals to exert high energy levels. 


Motivation Function 


The motivation function is one of the most important yet probably the least under- 
stood aspects of the HRM process. Human behavior is complex, and trying to figure 
out what motivates various employees has long been a concern of behavioral scientists. 
However, research has given us some important insights into employee motivation. 


Employee Training Employee training is designed to assist employees in 
acquiring better skills for their current job. The focus of 
employee training is on current job-skill requirements. 


Employee Development Employee development is designed to help the organi- 
zation ensure that it has the necessary talent internally 
for meeting future human resource needs. The focus of 
employee development is on a future position within the 
organization for which the employee requires additional 
competencies. 


Career Development Career development programs are designed to assist 
employees in advancing their work lives. The focus of 
career development is to provide the necessary informa- 
tion and assessment in helping employees realize their 
career goals. However, career development is the 
responsibility of the individual, not the organization. 


Organization Development Organization development deals with facilitating system- 
wide changes in the organization. The focus of organi- 
zation development is to change the attitudes and values 
of employees according to new organizational strategic 
directions. 


The HRM Functions 


First of all, one must begin to think of motivation as a multifaceted process—one 
with individual, managerial, and organizational implications. Motivation is not just 
what the employee exhibits, but a collection of environmental issues surrounding the 
job." It has been proposed that one’s performance in an organization is a function of 
two factors: ability and willingness to do the job."® Thus, from a performance perspec- 
tive, employees need the appropriate skills and abilities to adequately do the job. 

This should be ensured in the first two phases of HRM by correctly defining the 
requirements of the job, matching applicants to those requirements, and training the 
new employee in how to do the job.'” But another concern is the job design itself. Ifjobs 
are poorly designed, inadequately laid out, improperly described, or there does not 
seem to be a connection to the goals or the organization, employees will perform below 
their capabilities. 

Consequently, HRM must ask if the latest technology has been provided to permit 
maximum work efficiency. Is the office setting appropriate (properly lit and adequately 
ventilated, for example) for the job? Are the necessary tools readily available for 
employee use? For example, imagine an employee who spends considerable time each 
day developing product designs. This employee, however, is struggling with outdated 
design software or a computer that is unable to accommodate the necessary sophisti- 
cated design software. Compared to another employee who does have access to such 
technology, the first individual is going to be less productive. Indeed, office technology 
and industrial engineering techniques must be incorporated into the job design. With- 
out such planning, the best intentions of organizational members to motivate employees 
may be lost or significantly reduced. 

Many organizations today recognize that motivating employees also requires a 
level of respect between management and the workers. This respect can be seen as 
involving employees in decisions that affect them, listening to employees, and imple- 
menting their suggestions where appropriate. 

The next step in the motivation process is to set performance standards for each 
employee. While no easy task, managers must be sure that the performance evaluation 
system is designed to provide feedback to employees regarding their past performance, 
while simultaneously addressing any performance weaknesses the employee may have. 
A link should be established between employee compensation and performance: the 
compensation and benefit activity in the organization should be adapted to and coor- 
dinated with a pay-for-performance plan.'® 

Throughout the activities required in the motivation function, the efforts all focus 
on one primary goal: to have highly productive, competent, and adapted employees, 
with up-to-date skills, knowledge, and abilities. Once that is achieved, it is time to turn 
the HRM focus to the maintenance function. 


Maintenance Function 


The last phase of the HRM process is called the maintenance function. As the name 
implies, this phase puts into place activities that will help retain productive employees. 
When one considers how employee job loyalty has declined in the past decade, it’s not 
difficult to see the importance of maintaining employee commitment.!? To do so 
requires some basic common sense and some creativity. HRM must ensure a safe and 
healthy working environment; caring for employees’ well-being has a major effect on 
their commitment. HRM must also realize that any problem an employee faces in his or 
her personal life will ultimately be brought into the workplace. This calls for employee 
assistance programs that help individuals deal with stressful life situations such as 
substance abuse, child care, elder care, depression, and relationship problems. These 
programs provide many benefits to the organization while helping the affected employee. 

In addition to protecting employees’ welfare, HRM must operate appropriate 
communications programs in the organization. Such programs help employees know 
what is occurring around them and provide a place to vent frustrations. Employee rela- 
tions programs should ensure that employees are kept well informed—through such 
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maintenance function 

Activities in HRM concerned with 
maintaining employees’ commitment 
and loyalty to the organization. 


communications programs 
HRM programs designed to provide 
information to employees. 
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labor union 

Acts on behalf of its members to 
secure wages, hours, and other terms 
and conditions of employment. 
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things as the company’s e-mail, voicemail, Web site, bulletin boards, town hall meet- 
ings, and videoconferencing—and foster an environment where employee voices are 
heard.” Time and effort expended in this phase help HRM achieve its ultimate goal of 
retaining highly productive, competent, and adapted employees, with up-to-date skills, 
knowledge, and abilities, who are willing to maintain their commitment and loyalty to 
the company. This process is difficult to implement and maintain, but the rewards 
should be such that the effort placed in such endeavors is warranted. 


How External Influences Affect HRM 


The four HRM activities are highly affected by what occurs outside the organization. 
It is important to recognize these environmental influences, because any activity 
undertaken in each of the HRM processes is directly or indirectly affected by these 
external elements. For example, when a company downsizes its workforce in response 
to a downturn in the economy (sometimes referred to as rightsizing), does it lay off 
workers by seniority? Does the layoff affect an inordinate number of minority 
employees? 

Although any attempt to identify specific external influences may prove insuffi- 
cient, we can categorize them into four general areas: the dynamic environment, laws 
and regulation, labor unions, and current management practice. 


The Dynamic Environment of HRM 


It has been stated that the only constant during our lifetimes is change. We must there- 
fore prepare ourselves for events that have a significant effect on our lives. HRM is no 
different. Many events help shape this field. Some of the more obvious include global- 
ization, technology, workforce diversity, changing skill requirements, continuous 
improvement, decentralized work sites, teams, employee involvement, and ethics. 


Laws and Regulation 


Today, employees who want to take several weeks of unpaid leave to be with their new- 
born children and return to their jobs without any loss of seniority have an easier time 
making it a reality. Although some employers may think such leaves negatively affect 
work flow, government legislation has given employees the right to take this leave. Laws 
supporting this and other employer actions are important to the HRM process. Listed 
in Exhibit 2-4 are laws that have had a tremendous effect on HRM in organizations. 
We'll explore this critical area in depth in Chapter 3. 


Labor Unions 


Labor unions were founded and exist today to assist workers in dealing with the man- 
agement of an organization. As the certified third-party representative, the union acts 
on behalf of its members to secure wages, hours, and other terms and conditions of 
employment. 

Another critical aspect of unions is that they promote and foster what is called a 
grievance procedure, or a specified process for resolving differences between workers 
and management. In many instances, this process alone constrains management from 
making unilateral decisions. For instance, a current HRM issue is the debate over 
employers’ ability to terminate employees whenever they want. When a union is pre- 
sent and HRM practices are spelled out in a negotiated agreement, employers cannot 
fire for unjustified reasons. Because of the complexities involved in operating with 
unionization and the special laws that pertain to it, we will defer that discussion until 
Chapter 14, when we will explore the unique world of labor relations and collective 
bargaining. 
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1866 Civil Rights Act 


1931 Davis-Bacon Act 

1935 Wagner Act 

1938 Fair Labor Standards Act 

1947 Taft-Hartley Act 

1959 Landrum-Griffin Act 

1963 Equal Pay Act 

1964 Civil Rights Act 

1967 Age Discrimination in 
Employment Act 

1970 Occupational Safety 
and Health Act 

1974 Privacy Act 

1974 Employee Retirement 
Income and Security Act 

1976 Health Maintenance 
Organization Act 

1978 Mandatory Retirement Act 

1986 Immigration Reform 
and Control Act 

1986 Consolidated Omnibus 
Budget Reconciliation Act 

1988 Employment Polygraph 
Protection Act 

1989 Plant Closing Bill 

1990 Americans with 
Disabilities Act 

1991 Civil Rights Act 

1993 Family and Medical 
Leave Act 

1994 Uniformed Services 


Employment and 


Reemployment Rights Act 


2002 Sarbanes-Oxley Act 


Management Thought 


prohibits discrimination based on race 

requires paying prevailing wage rates 

legitimized unions 

requires premium pay rates for overtime 

balanced union power 

requires financial disclosure for unions 

requires equal pay for equal jobs 

prohibits discrimination based on race, 
color, religion, sex, or national origin 

adds age to protected group status 


protects workers from workplace 
hazards 

permits employees to review personnel 
files 

protects employee retirement funds 


requires alternative health insurance 
coverage 

raises mandatory retirement age from 
65 to 70; uncapped in 1986 

requires verification of citizenship 
or legal status in the United States 

provides for benefit continuation 
when laid off 

prohibits use of polygraphs in most 
HRM practices 

requires employers to give advance 
notice to affected employees 

prohibits discrimination against 
those with disabilities 

overturns several Supreme Court cases 
concerning discrimination in an effort 
to strengthen federal civil rights laws 
and to clarify some provisions of the 
1964 act 

permits employees to take unpaid 
leave for family matters 

protects the civilian employment of 
non-full time military service 
members in the United States called 
to active duty 

establishes requirements for proper 
financial recordkeeping for public 
companies as well as penalties for 
noncompliance 


The last area of external influence is current management thought. Since the incep- 
tion of the first personnel departments, management practices have played a major role 
in promoting today’s HRM operations. Much of the emphasis has come from some of 
the early and highly regarded management theorists. Four individuals are regarded as 
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Relevant Laws Affecting HRM 


Practices 
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Many laws protect the rights of employees 


in the workplace. These laws protect 


employee rights to union representation, 


fair wages, family medical leave and 
freedom from discrimination due to 
conditions that are not related to job 


performance. 


management thought 


Early theories of management that 
promoted today’s HRM operations. 


What effect does the informal work 
group have on these workers’ 
productivity? According to the Hawthorne 
studies, a significant amount. In fact, this 
classic research, which paved the way to 
the human relations movement, showed 
management that group standards and 
employee sentiments were the most 
important determinants of employee 
productivity—even more so than pay! 
(Source: SUPERSTOCK) 


scientific management 
A set of principles designed to enhance 
worker productivity. 


Hawthorne studies 

A series of studies that provided new 
insights into group behavior and 
motivation. 
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the forerunners of HRM support: Frederick Taylor, Hugo Munsterberg, Mary Parker 
Follet, and Elton Mayo. 

Frederick Taylor, often regarded as the father of scientific management, devel- 
oped a set of principles to enhance worker productivity. By systematically studying each 
job and detailing methods to attain higher productivity levels, Taylor’s work offered the 
first sense of today’s human resource practices. For instance, Taylor advocated that 
workers needed appropriate job training and should be screened according to their abil- 
ity to do the job (a forerunner of skill-based hiring). 

Hugo Munsterberg and his associates suggested improved methods of employment 
testing, training, performance evaluations, and job efficiency. Mary Parker Follet, a social 
philosopher, advocated people-oriented organizations. Her writings focused on groups, 
as opposed to individuals, in the organization. Thus, Follet’s theory was a forerunner of 
today’s teamwork concept and group cohesiveness. But probably the biggest advance- 
ment in HRM came from the works of Elton Mayo and his famous Hawthorne studies. 

The Hawthorne studies, so named because they were conducted at the Hawthorne 
Plant of Western Electric just outside of Chicago, ran for nearly a decade beginning in 
the late 1920s. They gave rise to what today is called the human relations movement. 
The researchers found that informal work groups had a significant effect on worker 
performance. Group standards and sentiments were more important determinants of a 
worker’s output than the wage incentive plan. Results of the Hawthorne studies justi- 
fied many of the paternalistic programs that human resource managers have instituted 
in their organizations. The advent of employee benefit offerings, safe and healthy work- 
ing conditions, and the concern of every manager for human relations stem directly 
from the work of Mayo and his associates at Hawthorne.*! 

In today’s organizations, we can see the influence of management practice affect- 
ing HRM in a variety of ways. Motivation techniques cited in management literature, as 
well as W. Edwards Deming’s influence on continuous improvement programs to 
enhance productivity, have made their way into HRM activities. Writers such as Tom 
Peters and Peter Drucker emphasize giving employees a say in what affects their work, 
teams, and work process engineering. Implementing these will ultimately require the 
assistance of HRM professionals. 


Structure of the HR Department 


Responsibility for the four HRM functions of staffing, training and development, 
motivation, and maintenance can be distributed many different ways in organizations. 
Company size, strategy, and structure will play a role in who handles the HRM func- 
tions. The proper fit can be very individual to the organization, so describing all of the 
possible structures would be difficult in this textbook. 

Realize, too, that more than half of all HR departments also offer administrative 
services to the organization. These might include operating the company’s credit 
union, making child-care arrangements, providing security, or operating in-house med- 
ical or food services.” Yet in spite of the different configurations, the typical nonunion 
HRM department usually includes four distinct areas: (1) employment, (2) training and 
development, (3) compensation/benefits, and (4) employee relations. Usually reporting 
to a vice president of human resources, managers in these four areas have specific 
responsibilities. Exhibit 2-5 is a simplified organizational representation of HRM areas, 
with some typical job titles and a sampling of what these job incumbents earn.” 


Employment 


The main thrust of the employment function is to promote staffing activities. Working 
in conjunction with position control specialists (in compensation, in benefits, or in a 
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Exhibit 2-5 
Selected HR Salaries 


41 


HR salaries vary widely depending on the position and size of the organization. Other factors such as region or the type of industry also affect salaries. 


Employment Employee Human 
and Recruiting Benefits Resources 
Representative Administrator Generalist 


Compensation 
and Benefits 
Manager 


100,200 


20,000 or more employees 

5,000-19,999 employees 54,600 

500-4,999 employees 55,400 51,000 
Less than 500 employees 54,400 | 51,700 


MES Organization staff size with the highest median total cash compensation. 
' Organization staff size with the lowest median total cash compensation. 


94,600 


Human 
Resources 
Manager 


88,500 
88,000 


Source: Society for Human Resource Management, John Dooney and Evern Esen, “HR Salaries Weaken with the Economy,” HR Magazine (November 2008). 


comptroller’s office), the employment department embarks on the process of recruiting 
new employees.”* This means correctly advertising the job to attract those with appro- 
priate knowledge and abilities. 

Entry level positions in companies with large HR departments frequently involve 
representing the company at job fairs and college campuses. Other positions include 
employment specialists who sort through résumés or applications (whether manually 
or electronically), and reject applicants who do not meet the job’s requirements. The 
remaining applications and résumés are then typically forwarded to the line managers 
for review. The line manager may then instruct the employment specialist to interview 
the selected candidates. In many cases, this initial interview is another step in the hiring 
process. Understanding what the line manager desires in an employee, the employment 
specialist begins to further filter down the list of prospective candidates. During this 
phase, candidates who appear to “fit” the line area’s need typically are scheduled to 
meet with the line manager for another interview. The recruiting and selection 
processes will be covered in detail in Chapters 6 and 7. 

It is important to note that the employment specialist’s role is not to make the 
hiring decision but to coordinate the effort with line management. Once the line man- 
ager has selected a candidate, the employment specialist usually makes the job offer and 
handles the routine paperwork associated with hiring an employee. 


Training and Development 


The training and development section of an organization is often responsible for helping 
employees maximize their potential. Their focus is to enhance employees’ personal 
qualities that lead to greater organizational productivity. More important, training and 
development members are often better known as the organization’s internal change 
agents. 

These change agents, or organizational development specialists, help organization 
members cope with change in many forms. Some examples of challenges in the 
dynamic environment that could trigger strategic changes in an organization are: a 
change in government regulation; mergers; economic factors such as the price of oil 
or gas; or a change in strategy by a major competitor. A change in the organization’s 
strategy or structure can result in layoffs, new job assignments, team involvement, or a 
change in culture that would require new orientations for organizational members. 


One employee benefit organizations have 
been providing is the on-site health club. 
Companies have found that giving 
employees a place to reduce their stress 
and enhance their overall well-being 
helps attract and retain employees. 
(Source: © Kevin Wolf/AP/World Wide 
Photos) 


compensation and benefits 
HRM function concerned with paying 
employees and administering the ben- 
efits package. 


employee relations function 
Activities in HRM concerned with effec- 
tive communications among organiza- 
tional members. 
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There may also be changes in procedures or policies where employees must be informed 
and taught to deal with such occurrences. For instance, a growing concern of compa- 
nies has been to implement policies to address an ethical violation. Employees must 
understand what constitutes an ethics violation. Training and education often is the 
best form of prevention. Training and development may also include career develop- 
ment activities and employee counseling to help people make better choices about their 
careers and to achieve their desired goals. 


Compensation and Benefits 


Work in compensation and benefits’ is often described as dealing with the most 
objective areas of a subjective field. As the name implies, compensation and benefits is 
concerned with paying employees and administering their benefits package. These 
tasks are by no means easy ones. First of all, job salaries are not paid on a whim; rather, 
dollar values assigned to positions often come from elaborate investigations and 
analyses. These investigations run the gamut of simple, logical job rankings (that is, 
the position of company president should pay more than the position of maintenance 
engineer) to extensive analyses. 

Once these analyses are finished, job ratings are statistically compared to deter- 
mine the job’s relative worth to the company. External factors such as market condi- 
tions and limited supply of potential workers may affect the overall range of job worth. 
Organizational strategy may also dictate that the compensation system reward an 
important organizational goal such as efficiency, creativity, or customer service focus.7° 
Further analysis ensures internal equity in the compensation system. This means that 
as job rates are set, they are determined on such dimensions as skill, job responsibility, 
effort, and accountability—not by personal characteristics that may be suspect under 
employment law. 

On the benefits side of the equation, much change has occurred over the past 
decade. As benefit offerings to employees have become significantly more costly, the 
benefits administrator (who may also have the title of risk manager) has the responsi- 
bility of piecing together a benefits package that meets employee needs and is cost- 
effective to the organization. As such, much effort is expended searching for lower-cost 
products, like health or workers’ compensation insurance, while concurrently main- 
taining or improving quality. Additionally, various new products are often reviewed, 
such as flexible benefits programs and utilization reviews, to help in benefit cost con- 
tainment. But benefits should not be viewed solely from a cost-containment perspec- 
tive. Benefits are of a strategic nature in that they help attract and retain high-quality 
employees.” 

The benefits administrator also serves as the resource information officer to 
employees regarding their benefits. This information may be provided through a 
variety of methods, including a company’s intranet. Activities include helping 
employees prepare for their retirement, looking for various payout options, keeping 
abreast of recent tax law changes, or helping executives with their perquisites.’ The 
benefits administrator has a great deal of responsibility, but is also highly visible in 
the organization. 


Employee Relations 


The final phase in our scheme of HRM operations is the employee relations function. 
Employee relations (ER) has several major responsibilities. Before we go further, how- 
ever, we must differentiate between employee relations and labor relations. The two are 
structurally similar, but labor relations involve dealing with labor unions. As such, 
because other laws apply, some employee relations techniques may not be applicable. 
For instance, in a unionized setting, a specific grievance procedure might be detailed in 
the labor-management contract, and might involve the union, management, and the 
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employee filing the grievance. In a nonunion environment, a similar procedure might 
exist or the grievance might be handled one-on-one. These may be subtle differences, 
but labor relations require a different set of competencies and understanding. 

In the nonunion setting, we see employee relations specialists performing many 
tasks. As mentioned earlier, one of their key responsibilities is to ensure that open 
communications permeate the organization.” This entails fostering an environ- 
ment where employees talk directly to supervisors and settle any differences that 
may arise. If needed, employee relations representatives intervene to assist in achiev- 
ing a fair and equitable solution. ER specialists are also intermediaries in helping 
employees understand the rules. Their primary goal is to ensure that policies and 
procedures are enforced properly, and to permit a wronged employee a forum to 
obtain relief. As part of this role, too, comes the disciplinary process. These repre- 
sentatives see that appropriate disciplinary sanctions are used consistently throughout 
the organization. 

What is the purpose of HRM communications? HRM communications programs 
are designed to keep employees informed of what is happening in the organization and 
knowledgeable of the policies and procedures affecting them. Whereas public relations 
departments keep the public informed of what an organization does, HRM communi- 
cations focus on the internal constituents—the employees. Communication programs 
help increase employee loyalty and commitment by building into the corporate culture 
a systematic means of free-flowing, timely, and accurate information by which employ- 
ees better perceive that the organization values them.*° Such a system builds trust and 
openness among organizational members that helps withstand even the sharing of 
“bad news.” 

Building effective HRM communications programs involves a few fundamental 
elements. These include top management commitment, effective upward communica- 
tion, determining what is to be communicated, allowing for feedback, and information 
sources. Let’s look at each of these. 


Top Management Commitment Before any organization can develop and imple- 
ment an internal organizational communications program, it must have the backing, 
support, and “blessing” of the CEO. Employees must see any activity designed to facili- 
tate work environments as being endorsed by the company’s top management. These 
programs then receive priority and are viewed as significant components of the corpo- 
rate culture. Just as it is critical for employees to see top management supporting com- 
munications, so, too, they must see communications operating effectively at all levels. 
Effective communications does not just imply that top management sends information 
down throughout the company. It also implies that information flows upward as well 
and also laterally to other areas in the organization.*! 


Effective Upward Communication The upward flow of communication is particu- 
larly noteworthy because often the employees, the ones closest to the work, may have 
vital information that top management should know. For instance, let’s take a situa- 
tion that occurs in HRM. We’ve recognized the ever-changing nature of this field. Leg- 
islation at any level—federal, state, or local—may add new HRM requirements for the 
organization. Unless top management is made aware of the implications of these 
requirements, severe repercussions could occur. Thus, that information must filter up 
in the company. 

A similar point could easily be made for any part of an organization. And in keep- 
ing with the spirit of employee empowerment,*” as employees are more involved in 
making decisions that affect them, that information must be communicated up the 
ladder. Furthermore, it’s important for top management to monitor the pulse of the 
organization regarding how employees view working for the company. Whether that 
information is obtained from walking around the premises, through formal employee 
suggestions, or through employee satisfaction/morale surveys, such information is cru- 
cial. In fact, on the latter point, advances in technology have allowed some employee 
satisfaction measures to be captured in almost real time at significantly reduced 
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HRM Certification 


Many colleges and universities are helping pre- Development (see Learning an HRM Skill at the end of this 
pare HRM professionals by offering concentra- chapter). 

tions and majors in the discipline in addition to 
an accreditation process for HRM professionals. 
The Society for Human Resource Management 


HRCI offers four certification areas for HR professionals:*° 


| 


ne aa . PHR® Professional in Human Resources 
(SHRM) offers opportunities for individuals to gain a com- : : ; 
Me A i Paes : 8 SPHR® Senior Professional in Human 
petitive advantage in the field. This is accomplished by achiev- Resources 
a ue 2 T oficiency a a by Humán eee aie GPHR® Global Professional in HumanResources 
ertification Institute ( ) as necessary for successful han- PHR-CA/SPHR-CA® PHR with state certification iñ 


dling of human resource management affairs. The American 
Society of Training and Development (ASTD) also offers cer- 
tification for those wanting to specialize in Training and 


California and SPHR with state 
certification in California 


costs.*° At IBM, for instance, such surveys are online, making them easier for the 
employees to use, more expedient in their analysis, and more timely for company use. 


Determining What to Communicate At the extreme, if every piece of information 
that exists in our organizations were communicated, no work would ever get done; 
people would be spending their entire days on information overload. Employees, while 
wanting to be informed, generally are not concerned with every piece of information, 
such as who just retired, or was promoted, or what community group was given a dona- 
tion yesterday. Rather, employees need pertinent information—addressing what 
employees should know to do their jobs. This typically includes where the business is 
going (strategic goals), current sales/service/production outcomes, new product or 
service lines, and human resource policy changes. 

One means of determining what to communicate is through a “what-if, so-what” test. 
When deciding the priority of the information to be shared, HR managers should ask them- 
selves What if this information is not shared? (See Ethical Issues in HRM.) Will employees 
be able to do their jobs as well as if it were shared? Will they be disadvantaged in some way 
by not knowing? If employees will not be affected one way or the other, then that may not 
be a priority item. Next, the so-what test: Will employees care about the information? Or 
will they see it as an overload of meaningless information? If the latter is the case, then that, 
too, is not priority information. That’s not to say this information may never be exchanged; 
it only means that it’s not important for employees to get the information immediately. 


Allowing for Feedback HR managers cannot assume that their communication 
efforts are achieving their goals. Consequently, the HR department must develop both 
a means of assessing the flow of information and methods for fostering employee feed- 
back. How that information is generated may differ from organization to organization. 
For some, it may be a casual word-of-mouth assessment. Others may use employee 
surveys to capture data, or provide a suggestion box for comments, or institute a for- 
malized and systematic communications audit program. 

Irrespective of how that information is gathered, employees must be involved. 
Otherwise, not only will measurement of communications program effectiveness be 
difficult, but it may also give the perception that employee commitment is unnecessary. 


Information Sources HRM communications should serve as a conduit in promoting 
effective communications throughout the organization. Although HRM plays an 
important role in bringing this to fruition, they are neither the only nor the main 
source of information. For that, we turn to employees’ immediate supervisors. If suc- 
cessful programs can be linked to the immediate supervisor, then HRM must ensure 
that these individuals are trained in how to communicate properly. Even a health 
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insurance premium change, if implemented, would likely result in questions for a 
supervisor. Thus, HRM must make every effort to empower these supervisors with 
accurate data to deal with the “frontline” questions.** 

In addition to the communications role, the employee relations department is 
responsible for additional assignments. Typically in such a department, recruiting, 
employment, and turnover statistics are collected, tabulated, and written up in the 
company’s affirmative action plan documentation. This material is updated frequently 
and made available to employees on request. Another part of department responsibility 
is to ensure safe and healthy work sites. This may range from casual work inspections 
to operating nursing stations and coordinating employee-assistance programs. The 
responsibilities vary, but the premise is the same—to focus on those aspects that help 
make an employee committed and loyal to the organization through fair and equitable 
treatment, and responding to employee feedback. 

Last, there is the festive side of employee relations. This department is typically 
responsible for company outings, company athletic teams, and recreational and recog- 
nition programs. Whatever they do under this domain, the goal is to offer programs 
that benefit the workers and their families and make them feel part of a community. 


Is a Career in HR for Me? 


Maybe you’ve considered a career in Human Resource Management. That’s a good deci- 
sion, considering that the Bureau of Labor Statistics estimates that the need for HR 
professionals will grow faster than most career areas through 2017.°° 

Positions include: 


E Assistant: provides support to other HR professionals 

m Generalist: provides service to an organization in all four of the HR functions 

m Specialist: typically concerned with only one of the four functions 

m Executive: reports directly to the organization’s top management with responsi- 
bility for all HR functions and linking HR with organizational strategy 


As in most business careers, HR professionals can expect to work their way up. 
An HR professional will frequently start as a generalist with many opportunities for 
employee contact including recruiting, hiring, training, evaluating, communication, 
administering benefits, disciplining, and yes, possibly even firing employ- 
ees. HR professionals know that much employee contact can be awkward 
and difficult, but proper training and skills can help.°” Some of the skills 
that can pave your way to success in HR include strong interpersonal com- 
munication skills, drive and ambition, critical thinking skills, and a good 
background of business knowledge outside of HR.*® Exhibit 2-6 illustrates 
key factors that HR professionals find important to career success. 


What Does It Take To Get To The Top? 


Key factors HR professionals said were very important in moving into or 
advancing in their careers 


Interpersonalcommunication = = == 8O% 
Drive/ambition = =  — 6 
Reputation inthe organization == CB 
Strategic/critical thinking skills 5B 
HRworkexperience = = 51 
Leadership skills OB 
Business acumen = 30 
HR generalist experience = 30 


Human Resource Certification Institute certification 30 


Source: Kathy Gurchiek, “Survey: Key Skills Advance HR Career,” HR Magazine, (April 2008). 
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HRM is a function of every manager’s job, 


not just those who work in human 
resources. 


Exhibit 2-6 

Advancing in Your HR Career 
Factors that influence HR career success 
include important personal characteristics 
such as communication skills and 
ambition as well as experience. 
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ETHICAL ISSUES IN HRM 


Purposely Distorting Information 


The idea of withholding information is an issue 
for all HRM managers. Read the following two 
scenarios and think about what ethical dilemmas 
those in HRM might face relating to the inten- 
tional distortion of information. 


Scenario 1 At the president’s monthly executive staff meeting, 
you were informed of the past quarter’s revenue figures. 
Moreover, you also were informed that the organization 
is going to more than double its quarterly expected num- 
bers, and the value of your company’s stock will likely 
surge. Your organization has a bonus plan that shares 
profits with employees. But this profit sharing is based 
solely on management’s discretion and follows no 
systematic formula. If word gets out that profits are out- 
standing, employees might expect larger bonuses. The 
executive committee wants to share about half of the 
windfall with employees, reinvest most of the rest into 
capital equipment, and save some for less favorable times. 
Your staff and several employees from a cross-section of 
departments are meeting with you tomorrow to begin the 
process of making profit-sharing decisions for the year. 


Scenario 2 An employee asks you about a rumor she’s heard that 
some HR activities may be outsourced to a company in Des 
Moines, Iowa. You know the rumor to be true, but you’d 
rather not let the information out just yet. You’re fearful 
that it could hurt departmental morale and lead to prema- 
ture resignations. What do you say to your employee? 


These two scenarios illustrate dilemmas that HRM managers 
may face relating to evading the truth, distorting facts, or lying to 
others. And here’s something else that makes the situation even 
more problematic: it might not always be in a manager’s best 
interest or that of his or her unit to provide full and complete in- 
formation. Keeping communications fuzzy can cut down on ques- 
tions, permit faster decision making, minimize objections, reduce 
opposition, make it easier to deny one’s earlier statements, pre- 
serve the freedom to change one’s mind, permit one to say “no” 
diplomatically, help avoid confrontation and anxiety, and provide 
other benefits that work to the advantage of the individual. 

Is it unethical to purposely distort communications to get a 
favorable outcome? What about “little white lies” that don’t 
really hurt anybody? Are these ethical? What guidelines could 
you suggest for those in HRM who want guidance in deciding 


What do you tell them? whether distorting information is ethical or unethical? 


Does HRM Really Matter? 


Is an organization better off with a properly functioning HRM department? Of course, 
most of us would say yes, but today’s business environment requires any business 
function to justify its existence by its contribution to the bottom line. Fortunately, 
much research, including the Watson Wyatt’s Human Capital Index (HCI), emphati- 
cally states that a fully functioning HR department makes a significant financial 
contribution.” 

The HCI continuing study of North American and European companies indicates 
that good-quality HRM services improved both the financial well-being of an organiza- 
tion and shareholder value. The companies studied by Watson Wyatt indicated that 
over a five-year period quality HRM “provided a 59 percent total return to sharehold- 
ers ...as compared to 11 percent return for companies with weaker HR practices.”*° In 
other words, organizations that spend the money to have quality HR programs perform 
better than those who don’t. Accordingly, there is no chicken-and-egg syndrome here. 
It’s not that HR practices are improved when financially viable, but rather by investing 
in HR up front, improved financial return followed. 

Practices that go into superior HR services include rewarding productive work, 
creating a flexible, work-friendly environment, properly recruiting and retaining 
quality workers, and effective communications. Many of the practices sometimes 
viewed as the latest HRM “fad,” such as 360-degree appraisals, were not inherently 
problematic. Rather, they were implemented without a clear reason for implementa- 
tion and without a link to the organization’s strategic mission. As such, they lost 
their true potential benefits. 

What does the HCI study tell us about HRM? Simply put, offer quality services to 
employees—but only after you confirm a direct linkage of those services to the overall 
strategy of the organization! 


HR Trends and Opportunities 


HR Trends and Opportunities 


Although we have presented four generic areas of HRM, we must recognize the chang- 
ing nature of HRM in today’s organizations. As organizations change structures and 
strategy in response to changes in the dynamic environment, HR is a partner in devel- 
oping structures that fit strategy. This often means that the structure of the HR depart- 
ment must also change. Let’s take a look at some of the ways HRM has responded. 


Outsourcing 


HRM is not immune to the trend of outsourcing noncore business operations with the 
goal of saving money. In some organizations, top management has made a decision to 
outsource some, if not all, of the work HRM professionals once handled.*! Human 
resource outsourcing (HRO) organizations have seen dramatic growth with contracts 
increasing from $4.3 billion in 2006 to $7.4 billion in 2009.*7 Some predictions expect 
that figure to double by 2014.*? A recent survey found that 53 percent of all companies 
outsource some portion of their HR functions.** 

Outsourcing may be as simple as hiring a contractor to take responsibility for one 
HR function such as benefit and pension administration. It’s also possible to contract 
with: a private staffing agency to perform the recruiting and selection activities, several 
consulting firms to provide training programs, and yet another financial organization 
to handle the majority of a company’s benefits administration. 

American Airlines recently outsourced nearly all HR functions including recruit- 
ment, staffing, training, and development to IBM in partnership with Mercer, a com- 
pany that will handle administration of all benefits. American Airlines is hoping to 
receive improved employee access to and information about benefits and substantial 
cost savings from this $217 million, seven-year contract.*° Other large companies that 
provide HR services include Accenture and ADP. 

It is our contention that when much of HRM is outsourced, managers and employ- 
ees still need to understand the basic HRM issues and activities. So, whether the activi- 
ties we describe in this book fall to you or to another company employee, or to someone 
external to your organization, you need some familiarity with these fundamental HRM 
practices. 


Professional Employer Organization (PEO) 


A professional employer organization is a company that assumes all HR functions of 
a client company by hiring all of its employees and leasing them back to the company. 
This is also called employee leasing. The PEO gains economies of scale by negotiating 
for benefits for the employees of several organizations. This can be a very cost efficient 
way for a small- to medium-sized organization to provide benefits equal to those of 
larger organizations. The company pays the PEO a percentage of the gross wages. PEOs 
will account for most of the increase in money spent for HRM outsourcing.*° Much of 
the attractiveness of using a PEO to a small- or medium-size business comes from the 
ability to attract stronger candidates with the benefits they could not have afforded 
without the bargaining power of the PEO. Another advantage is having the expertise of 
the PEO to handle confusing government regulation requirements. 


Shared Services 


Outsourcing isn’t the best option for every company. Another way to make HR func- 
tions more cost-efficient and responsive to the organizational strategy is to create 
shared services centers. The shared services centers are useful to organizations that 
may have several divisions or locations that could consolidate some HR functions such 
as payroll into one central location while retaining other functions such as training in 
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outsourcing 
Contracting with a company to handle 
one or more HR functions. 


professional employer 
organization 

Assumes all HR functions of a client 
company by hiring all of its employees 
and leasing them back to the company. 


shared services 
Sharing HRM activities among geo- 
graphically dispersed divisions. 
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HR generalist 

Position responsible for all or a large 
number of HR functions in an organi- 
zation. 
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the divisional business unit.” If business units or divisions are separated geographi- 
cally,*® an HRM professional called a generalist may be assigned to these units to 
handle all the HRM operations in the business unit or outlying location. 

Large organizations that are geographically dispersed are finding it more cost- 
effective to share their HRM services among the divisions.*? For example, in the chap- 
ter opener, Home Depot found efficiencies and cost savings by taking HR positions out 
of individual stores and creating district teams that service up to ten stores. At Ford, 
shared HRM services enabled the company to cut its workforce from 14,000 to approx- 
imately 3,000 employees, supporting more than 300,000 Ford employees worldwide. 
And at General Electric, shared services enabled the company to reduce its HR staff by 
75 percent and provide more cost-effective, high-quality HR services.” 

This creates the need for HRM specialists in the shared services centers. Each loca- 
tion is staffed by a few generalists who handle routine local matters such as recruiting, 
policy implementation, grievances, and employee training. Specialized services such as 
organization development and compensation and benefits are handled by a centralized 
staff. Each location, then, shares these services offered by the centralized unit and uses 
only what is necessary for the division. As such, each location receives as-needed spe- 
cialized care without the cost of full-time staff. 


HRM in an Entrepreneurial Enterprise 


The discussion about the four departments of HRM refers to situations with resources 
sufficient for functional expertise to exist. However, such is not always the case. Take, 
for instance, the entrepreneurial enterprise and the small business operation. In these 
organizations, the owner-manager often is responsible for and may perform these 
activities. 

In other situations, small-business human resource departments are staffed with 
one HR professional and possibly a full-time secretary. Accordingly, such individuals 
are forced, by design, to be HRM generalists. Irrespective of the unit’s size, the same 
activities are required in small businesses, but on a smaller scale. These small-business 
HRM managers must properly perform the four HRM functions and achieve the same 
goals that a larger department achieves. The main difference is that they are doing the 
work themselves without the benefit of a specialized staff. 

There may be a tendency to use outside consultants to assist in or perform all HRM 
activities. For instance, in a small company, some benefits such as health insurance may 
be prohibitively expensive and benefit administration may be beyond the capability of 
the small business person. In that case, a PEO may be able to provide more cost effective 
insurance benefits and benefit administration. HRM in a small business requires that 
individuals keep current in the field and associated legal issues. For example, the Fam- 
ily and Medical Leave Act of 1993 is applicable to those organizations that have fifty or 
more employees. Accordingly, the small business may be exempt from some laws affect- 
ing employment practices. Being aware of this information can save the small business 
time and money. 


HRM in a Global Environment 


As a business grows from regional to national to international in size, the HRM function 
must take on a new and broader perspective.>! As a national company expands overseas, 
first with a sales operation, then to production facilities and fully expanded operations 
or to international joint ventures or possibly a merger, the human resource function 
must adapt to a changing and far more complex environment.*” 

All basic functions of domestic HRM become more complex when the organiza- 


tion’s employees are located around the world, and additional HRM activities often are 
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necessary that would be considered invasions of employee privacy in domestic opera- 
tions. This is necessary partially because of the increased vulnerability and risk of ter- 
rorism that American executives sometimes experience abroad. 

When a corporation sends its American employees overseas, that corporation 
takes on responsibilities that add to the basic HRM functions. For example, the 
staffing and training and development functions take on greater emphasis.°? Not 
only are organizations concerned about selecting the best employee for the job, they 
must also be aware of the entire family’s needs. Why? Many individuals who take 
international assignments fail because their spouse or family can’t adjust to the new 
environment. Furthermore, the relocation and orientation process before departure 
may take months of foreign language training and should involve not just the 
employee but the employee’s entire family. Details must be provided for such as 
work visas, travel, safety, household moving arrangements, taxes, and family issues 
such as the children’s schooling, medical care, and housing.** Administrative ser- 
vices for expatriate employees also must be available once they are placed in their 
overseas posts. All these additional functions make international HRM a very costly 
undertaking. 


HR and Corporate Ethics 


We'll close this chapter by revisiting the topic of ethics. This time we’re not defining 
ethics but rather discussing HRM’s role in ensuring that ethics exist in an organization. 

One of the primary changes related to corporate management scandals in the early 
years of the new millennium was legislation signed into law in July 2002 by President 
George W. Bush. That legislation, called the Sarbanes-Oxley Act (SOX), establishes 
procedures for public companies regarding how they handle and report their financial 
picture. The legislation also established penalties for noncompliance. For example, 
SOX requires the following:*° 


E Top management (the CEO and CFO [chief financial officer]) must personally 
certify the organization’s financial reports. 

m The organization must have in place procedures and guidelines for audit com- 
mittees. 

m CEOs and CFOs must reimburse the organization for bonuses and stock options 
when required by restatement of corporate profits. 

E Personal loans or lines of credit for executives are now prohibited. 


The noncompliance penalty of SOX is catching executives’ attention. Failure to 
comply with the stipulated requirements—such as falsely stating corporate financials— 
can result in the executive being fined up to $1 million and imprisoned for up to ten 
years.°” Moreover, if the executive’s action is determined to be willful, both the fine and 
the jail time can be doubled. What does any of this have to do with HRM? 

Although Sarbanes-Oxley does not specifically identify HRM activities in the law, it 
does address items generally under HRM responsibility. For example, the act provides 
protection for employees who report executive wrongdoing (whistle blowing). HRM 
must create that environment where employees can come forward with their allegations 
without fear of reprisal from the employer. This critical employee relations aspect is not 
limited solely to whistle blowing under SOX, but the act does require that companies 
have mechanisms in place where the complaint can be received and investigated. As a 
result, many companies are creating “organizational ombuds,” HR professionals who 
will offer confidential help for employees and “handle potentially unethical or illegal 
behavior” in the organization.>® In some organizations, this job is called the corporate 
ethicist. 

HRM also has other responsibilities. As keepers of corporate policies and employee 
documents, HRM must make sure that employees know about corporate ethics policies 
and train employees and supervisors on how to act ethically in organizations. Given the 


49 


Running a multinational corporation takes 
a lot of energy and planning. Companies 
such as Costco need to ensure that their 
HRM practices are proper in whatever 
part of the world they operate. Here, 
Costco in Mexico needs to ensure that its 
policies and practices comply with the 
laws, social mores, and cultural aspects 
of the Mexican people. (Source: Larah 
Martone/Bloomberg News/Landov) 


Sarbanes-Oxley Act 

Establishes procedures for public 
companies regarding how they handle 
and report their finances. 
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added responsibility that Sarbanes-Oxley places on CEOs and CFOs, HR must, when 
involved in hiring for either of these positions, provide the needed leadership to ensure 
that the individual hired understands the compliance issues. 

The bottom line is that corporate greed and unethical behavior must be stopped. 
Employees and other stakeholders demand it. Although regulations signed into law 
attempt to legislate “proper” behavior, legislation alone cannot work. HRM must work 
with senior executives to establish the moral fabric of the organization, ensuring that it 
becomes part of the standard operating procedures of the enterprise.” 


Summary 


(This summary relates to the Learning Outcomes identified on page 28.) After having 
read this chapter you can 


1. Explain what is meant by the term human resource management. HRM is com- 
prised of the staffing, development, motivation, and maintenance functions. Each 
of these functions, however, is affected by external influences. 

2. Describe the importance of human resource management. HRM is responsible 
for the people dimension of the organization. It is responsible for hiring competent 
people, training them, helping them perform at high levels, and providing mecha- 
nisms to ensure that these employees maintain their productive affiliation with the 
organization. 

3. Identify the primary external environmental influences affecting human 
resource management. External environmental influences are factors that affect 
HRM functions. They include the dynamic environment of HRM, government leg- 
islation, labor unions, and management thought. 

4. Characterize how management practices affect human resource manage- 
ment. Management practices affect HRM in various ways. As new ideas or prac- 
tices develop in the field, they typically have HRM implications. Accordingly, once 
these practices are implemented, they require support from HRM to operate 
successfully. 

5. Discuss the effect of labor unions on human resource management. Labor 
unions affect HRM practices in a variety of ways. If a union exists, HRM takes ona 
different focus—one of labor relations as opposed to employee relations. Additionally, 
what occurs in the unionized sector frequently affects the activities in nonunion 
organizations. 

6. Outline the components and goals of the staffing, training, and development 
functions. The components of the staffing function include strategic human 
resource planning, recruiting, and selection. The goal of the staffing function is to 
locate and secure competent employees. The training and development function 
includes orientation, employee training, employee development, organization 
development, and career development. The goal of the development function is to 
adapt competent workers to the organization and help them obtain up-to-date 
skills, knowledge, and abilities for their job responsibilities. 

7. List the components and goals of the motivation and maintenance functions 
of human resource management. The components of the motivation function 
include motivation theories, appropriate job design, reward and incentive sys- 
tems, compensation, and benefits. The goal of the motivation function is to pro- 
vide competent, adapted employees who have up-to-date skills, knowledge, and 
abilities with an environment that encourages them to exert high energy levels. 
The components of the maintenance function include safety and health issues 
and employee communications. The goal of the maintenance function is to help 
competent, adapted employees with up-to-date skills, knowledge, and abilities 
and exerting high energy levels maintain their commitment and loyalty to the 
organization. 


Key Terms 


8. 


D 


Outline the major activities in the employment, training and development, 
compensation and benefits, and employee relations departments of human 
resource management. The departments of employment, training and develop- 
ment, compensation and benefits, and employee relations support the compo- 
nents of the staffing, training and development, motivation, and maintenance 
functions, respectively. 

Explain how human resource management practices differ in small busi- 
nesses and in an international setting. In large HRM operations, individuals per- 
form functions according to their specialization. Small-business HRM practition- 
ers may instead be the only individuals in the operation and thus must operate as 
HRM generalists. In an international setting, HRM functions become more com- 
plex and typically require additional activities associated with staffing and training 
and development. 


emonstrating Comprehension 


QUESTIONS FOR REVIEW 


Contrast management, personnel, and HRM. 


2. Explain the purpose of HRM in an organization. 
3. What activities are involved in the staffing function of HRM? 
4. Explain the goals of the training and development function of HRM. 
5. Describe the primary goals of the motivation function of HRM. 
6. In what ways can HRM meet its goals of the maintenance function? 
7. What role does HRM play in the strategic direction of an organization? 
8. How does HRM affect all managers? 
Key Terms 
communications HR generalist organizing shared services 
programs labor union outsourcing staffing 
compensation leading planning function 
and benefits maintenance professional strategic human 
controlling function employer resource 
employee management organization management 
relations management Sarbanes-Oxley training and 
function thought Act development 
Hawthorne motivation scientific man- function 
studies function agement 
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Linking Concepts to Practice DISCUSSION QUESTIONS 


1. “Motivation is the primary responsibility of line managers. 
HRM ?’s role in motivating organizational employees is limited 
to providing programs that equip line managers with means 
of motivating their employees.” Do you agree or disagree with 
the statement? Explain your position. 

2. You have been offered two positions in HRM. One is a gener- 
alist position in a smaller business, and one is a recruiting 
position in a large corporation. Which of the two jobs do you 
believe will give you more involvement in a variety of HRM 
activities? Defend your answer. 


3. “Globalization had led us to the realization that workers are 
interchangeable between countries so long as language issues 
are resolved.” Do you agree or disagree with this statement? 
Explain your position. 

4. “Employers only need to provide employees with enough 
information so they can effectively and efficiently get their 
jobs done. Beyond that, employees don’t have a need to 
know.” Do you agree or disagree with the statement? Defend 
your answer. 


Developing Diagnostic and Analytical Skills 


Case Application 2: NINE-TO-FIVE NO MORE 


Talk with nearly any HR manager in a company of considerable size, 
and they will tell you one thing. To make HR function smoothly, 
employees need to know what the policies are and how they are to be 
followed. For without such policies there can only be chaos; out of 
that chaos can come serious organizational problems. Well, some- 
body apparently forgot to tell Greg Strakosch, CEO of TechTarget, a 
Needham, Massachusetts-based interactive media company, that 
policies need to be written and strictly followed.°° 

Strakosch leads an organization of more than 400 employees 
in the high-tech media field. These employees are located in three 
primary locations—Needham, San Francisco, and New York. What 
makes TechTarget so unique is that employees are permitted to 
come and go as they please. TechTarget’s management has imple- 
mented no attendance policies, nor offers employees sick leave 
benefits. Rather, as a general rule, the company believes in hiring the 
best employees in the market, and then giving them the freedom 
and autonomy to do their jobs. Simply stated, this means leaving 
them alone. Thus, if someone works better from 4 P.M. until mid- 
night, so be it. But they must remain available to others should they 
need to be contacted—availability by e-mail, cell phone, and the like. 
Yet if they need time off during the day to attend a child’s school 
event or some other personal issue, they take it. No questions 
asked—ever. 

But don’t assume that this “freedom” is risk-free. It carries with 
it significant responsibilities. Employees at TechTarget are given 
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quarterly goals that they must meet. While it’s true how and when 
employees complete this work is up to them, failure to meet targets 
is not acceptable. Should that happen, the employee is terminated. 
Does TechTarget’s “autonomy” work? For the most part, the 
answer is yes. While employees have the freedom to work when they 
want to, employees in the company report they often spend more 
than fifty hours per week on job-related activities. But they do so ina 
way that’s convenient to them—which is translating into success for 
the business. TechTarget was named one of the “Best Places to Work” 
by the Boston Business Journal in 2008. And during its ten years of oper- 
ation, company revenues have steadily risen, even through the period 
from 2000-2003 when most tech companies fared quite poorly. Rev- 
enues in 2008 were up over 20 percent from the previous year. 
TechTarget has also started an international division. Maybe there’s 
something to be said about giving employees their freedom! 


Questions: 


1. What is your reaction to this “no attendance” plan imple- 
mented at TechTarget? Do you believe it’s too simplistic? 
Defend your position. 

2. Do you believe that such an employee policy as described in 
the case can succeed in other companies? Why or why not? 

3. What special HRM conditions must exist for such a plan to 
work? Explain. How do you believe these conditions relate to 
employee motivation? 


MAKING A LAYOFF DECISION 


Every manager, at some point in his or her career, is likely to face the 
difficult task of managing the laying off of employees. Assume that 
you are the human resource director of a 720-member technology 
company. You have been notified by top management that you must 
permanently reduce your staff by two individuals. Below are some 
data about your five employees. 


= Shawana Johnson African American female, age 36. Shawana 
has been employed with your company for five years, all in 
HRM. Her evaluations over the past three years have been out- 
standing, above average, and outstanding. Shawana has an 
MBA from a top-25 business school. She has been on short- 
term disability the past few weeks because of the birth of her 


Learning an HRM Skill 


second child and is expected to return to work in twenty 
weeks. 

m Greg Oates White male, age 49. Greg has been with you for four 
months and has 11 years of experience in the company in sys- 
tems management. He has a degree in computer science and 
master’s degrees in accounting information systems. He’s also a 
CPA. Greg’s evaluations over the past three years in the systems 
department have been average, but he did save the company 
$150,000 on a suggestion he made to use electronic time sheets. 

= Carlos Rodriquez Hispanic male, age 31. Carlos has been with 
the company almost four years. His evaluations over the past 
three years in your department have been outstanding. He is 
committed to getting the job done and devotes whatever it takes. 
He has also shown initiative by taking job assignments that no 
one else wanted. Carlos has been instrumental in starting up 
your benefits administration intranet for employees. 

= Cathy Williams White female, age 35. Cathy has been with your 
company seven years. Four years ago, Cathy was in an automobile 
accident while traveling on business to a customer’s location. 

As a result of the accident, she was disabled and is wheelchair- 
bound. Rumor has it that she is about to receive several million 
dollars from the insurance company of the driver who hit her. 
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Her performance the past two years has been above average. 
She has a bachelor’s degree in human resource management 
and a master’s degree in human development. Cathy specializes 
in training, career, and organization development activities. 

m Rodney Smith African American male, age 43. Rodney just 
completed his joint MBA and law program and recently passed 
the bar exam. He has been with your department four years. His 
evaluations have been good to above average. Five years ago, 
Rodney won a lawsuit against your company for discriminating 
against him in a promotion to a supervisory position. Rumor 
has it that now, with his new degree, Rodney is actively pursuing 
another job outside the company. 


Given these five brief descriptions, make a recommendation to your 
boss in which two employees will be laid off. Discuss any other 
options you might suggest to meet the requirement of downsizing 
by two employees without resorting to layoffs. Discuss what you will 
do to (1) assist the two individuals who have been let go and (2) assist 
the remaining three employees. Then, in a group of three to five stu- 
dents, seek consensus on the questions posed above. Be prepared to 
defend your actions. 


What skills and competencies lead to successful HRM performance? 
Although it is extremely difficult to pinpoint exactly what compe- 
tencies will serve you best when dealing with the uncertainties of 
human behavior, we can turn to the certifying body in HRM for 
answers. Specifically, the Human Resources Certification Institute 
(HRCI) suggests that certified HR practitioners must have exposure 
to and an understanding in six specific areas of the field." These 
include strategic management, workforce planning and employ- 
ment, human resource development, compensation and benefits, 
employee and labor relations, and occupational health, safety, and 
security. Let’s briefly look at each of the testing areas for the Profes- 
sional in Human Resources (PHR) and Senior Professional in 
Human Resources (SPHR) certifications, and relate these specifi- 
cally to the part of this book where they are addressed. 


Strategic Management As a subset of management, HRM practi- 
tioners must understand legal and regulatory processes, organi- 
zational strategy, the strategic planning process, environmental 
analyses, aligning HR policies and practices with organizational 
strategy as well as how HRM contributes to the overall success 
of the organization. Specific references in this text: Chapters 1, 
2,3,4,and 5. 

Workplace Planning and Employment HRM practitioners 
require an understanding of why and how jobs are filled and 
the various methods of recruiting candidates. Emphasis in 
this area is on understanding various staffing means and 
making good decisions about job candidates that use valid 
and reliable measures and are within the legal parameters. 
Interviewing technique is also a major component of this 
knowledge area. This section also covers voluntary and invol- 
untary dismissal of employees. Specific references in this text: 
Chapters 3, 4, 6, and 7. 

Human Resource Development To be successful in an organiza- 
tion, employees must be trained and developed in the latest 
technologies and skills relevant to their current and future 


jobs. This means an understanding of adult learning method- 
ologies, relating training efforts to organizational goals, and 
evaluating the effort via performance appraisals. Specific ref- 
erences in this text: Chapters 8, 9 and 10. 

Total Rewards One of the chief reasons people work is to fulfill 
needs. One major need—compensation and benefits—is proba- 
bly the most expensive with respect to the employment relation- 
ship. The HRM practitioner must understand the intricacies 
involved in establishing a cost-effective compensation and ben- 
efits package that supports the organization’s strategic goals. 
Specific references in this text: Chapters 11 and 12. 

Employee and Labor Relations Working with employees requires 
an understanding of what makes employees function. A positive 
culture needs to be developed and maintained that supports the 
company strategy. Employees need to be kept informed and 
have a way to raise suggestions or complaints. When the case 
involves unionized workers, the HRM/labor relations practi- 
tioner must understand the various laws that affect the labor- 
management work relationship. Specific references in this text: 
Chapters 1, 2 and 14. 

Risk Management Occupational health, safety, and security support 
employees’ needs to feel safe in the workplace. This means free- 
dom from physical and emotional harm, including workplace 
violence. Mechanisms must be in place to provide a safe work 
environment for employees. Programs must permit employees 
to seek assistance for those things affecting their work and per- 
sonal lives. Specific references in this text: Chapters 1 and 13. 


If you intend to specialize in HRM and may be interested in 
taking the certification examination, we invite you to visit the Society 
of Human Resource Management’s Web site at www.shrm.org, 
and the Web site for the Human Resource Certification Institute 
at www.hrci.org, or the American Society of Training and Develop- 
ment at www.astd.org. You can access information about certifica- 
tion, exams, sign up for a testing date, or even take the exam online. 
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Enhancing Your Communication Skills 


1. Visit an HRM department, either on or off campus. During 


your meeting, ask an HRM representative what he or she does 
on the job. Focus specifically on the person’s job title and key 
job responsibilities and why he or she is in HRM. After your 
appointment, provide a three- to five-page summary of the 
interview, highlighting how the information will help you 
better understand HRM practices. 

. Discuss how you believe the Hawthorne studies have influ- 
enced HRM. Find three examples of HRM applications that 
can be linked to these studies. What benefits have these appli- 
cations provided to the organization? 


3. Go to the Society of Human Resource Management’s Web site 


at www.shrm.org. Research the services they provide to their 
membership and the different options for student member- 
ship. Find a contact for the SHRM chapter closest to you and 
ask if you can attend a meeting as a guest. Report your find- 
ings back to the class. 


. Go to the Web site for the Human Resource Certification Insti- 


tute at www.hrci.org or ASTD’s Web site at www.astd.org. 
Research the types of certifications they offer and the process 
one must follow to prepare for the human resource certification 
exams. What are the benefits to those who achieve certification? 
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Equal Employment 
Opportunity 


Learning Outcomes 


After reading this chapter, you will be able to 


1 


Identify the groups protected under the Civil Rights Act of 1964, Title VII. 
Discuss the importance of the Equal Employment Opportunities Act of 1972. 
Describe affirmative action plans. 


Define the terms adverse impact, adverse treatment, and protected group 
members. 


Identify the important components of the Americans with Disabilities Act of 1990. 
Explain the coverage of the Family and Medical Leave Act of 1993. 

Discuss how a business can protect itself from discrimination charges. 

Specify the HRM importance of Griggs v. Duke Power. 

Define what constitutes sexual harassment in today’s organizations. 

Discuss the term glass ceiling. 


Identify legal issues faced when managing HR in a global environment. 


our small business supported 

employees who joined the 

National Guard. You partici- 
pated in the community send-off 
when they were deployed. You dis- 
played yellow ribbons while they were 
gone, helped their families when they 
were wounded, and celebrated when 
they came home. 

What are your obligations now 
that they’ve returned? Do you have to 
hire them back when they return? 
About 17 percent of returning veterans 
have some service-related disability, 

20 percent of those are quite serious." 
What if they can’t do their old jobs? 
You’re just a small business with limited 
resources. Is help available for them? 
Is help available for you? 

Large companies may have experts 
that handle questions regarding 
veterans in the workplace, but often 
the small employer is left wondering 
what to do. Everyone wants to treat 
returning veterans fairly and should 
know the state and federal regulations 
regarding their employment. 

Anyone who has been absent from 
work because of service in the military is 
protected by the Uniformed Services 
Employment and Reemployment Rights 
Act (USERRA) and by the Veterans 
Benefits Improvement Act (VBIA). 
Veterans deployed less than 180 days 
must notify employers within two weeks 
of their return from the service that they 
intend to resume work. Those deployed 
over 181 days must notify employers 
within 90 days. In most situations, 
employers must re-employ the veteran 
within an additional two weeks.” 

The Americans with Disabilities 
Act (ADA) provides additional protec- 


tion for those veterans whose injuries 


require some type of accommodation 
in the workplace. The employer may 
be required to make reasonable 
accommodations, just as they would 
for any other qualified person with a 
disability. This may require modifying 
offices and restrooms, or acquiring 
adaptive equipment such as lifts or 
voice recognition software. Veterans 
with post-traumatic stress disorder 
may need to modify work schedules 
and take time for visits with health 
care professionals. 

Help is available for both the 
employer and veteran when a disability 
requires adjustment in the workplace. 
The U.S. Department of Veterans 
Affairs provides employer assistance 
including paying part of the cost of 
retraining a disabled veteran, tax credits 
for hiring veterans, and deductions for 
the cost of making the workplace 


17.3 
accessible. 


(Source: Jeff Hatchins/Getty Images, Inc.) 


Many employers find that veterans 
have learned valuable skills in the 
military that are helpful to civilian 
employers too. Take the case of 
Michael Polius, a veteran of the 
Marine Corps who was responsible 
for the health and safety of twenty-six 
Marines in Iraq. Michael was severely 
wounded when his truck passed over 
an improvised explosive device (IED). 
After recovering from twenty-seven 
surgeries and the loss of a leg, he was 
looking forward to reentering the 
workforce. 

Michael found a position as a safety 
engineer with Halmar International, a 
general contractor that felt the job was 
a perfect fit with Michael’s military 
experience. “It makes me feel good 
inside to get up every morning, take 
care of myself and my fiancée, pay my 
bills and not sit around asking myself, 


‘why me?” says Polius.* 
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Civil Rights Act of 1866 
Federal law that prohibited discrimi- 
nation based on race. 
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Introduction 


If you were to do a little research on the companies that have been sued for discrimination 
in the last couple of years, you would find a surprisingly long list that includes: Wal- 
Mart, Costco, Target, Walgreens, UPS, FedEx, Marriott, Disney, Abercrombie & 
Fitch, Microsoft, Apple, Google, Best Buy, Home Depot, and even the Equal Employment 
Opportunity Commission (EEOC). These organizations all claim to value diversity 
in race, gender, national origin, disability, religion, and sexual orientation, so what 
went wrong? 

In the last chapter, we briefly introduced the concept of government legislation as 
it affects employment practices. In this chapter, we will explore this critical influence to 
provide an understanding of how this legislation affects employees in the workplace 
and what HR professionals need to know. Almost every U.S. organization, both public 
and private, must abide by the guidelines established in the 1964 Civil Rights Act, its 
subsequent amendment (1972), and other federal laws governing employment prac- 
tices, including the Uniformed Services Employment and Reemployment Rights Act 
(USERRA) mentioned in our opening case. The importance of such legislation cannot 
be overstated, as these laws permeate all organizational HRM functions. 

Keep in mind that although our discussion will be limited to federal employment 
legislation, state or municipal laws may go beyond what the federal government 
requires. For example, although the Civil Rights Act does not include sexual orientation 
as one of the protected classes, nearly half the states, plus over 180 cities and counties 
protect employees from workplace discrimination based on sexual orientation.” 

Approximately sixteen countries around the globe also have laws that protect gays, 
lesbians, and bisexuals from employment discrimination.° It’s also important to note 
that many companies have voluntarily implemented policies to protect employees on 
the basis of sexual orientation. These include 94 percent of Fortune 500 companies, 
including most of the companies listed above. 


Laws Affecting Discriminatory Practices 


The beginning of equal employment opportunity is usually attributed to passage of 
the 1964 Civil Rights Act. Even though the activities we will explore in this chapter 
are rooted in this 1964 act, equal employment’s beginning actually goes back more 
than a hundred years. For instance, Section 1981 of Title 42 of the U.S. Code, 
referred to as the Civil Rights Act of 1866, coupled with the Fourteenth Amend- 
ment to the Constitution (1868), prohibited discrimination on the basis of race, sex, 
and national origin. 

Although these earlier actions have been overshadowed by the 1964 act, they’ve 
gained prominence in years past as being the laws that white male workers could use to 
support claims of reverse discrimination. In such cases, white males used the Civil 
Rights Act of 1866 and the Fourteenth Amendment to support their argument that 
minorities received special treatment in employment decisions that placed white males 
at a disadvantage. Under the Civil Rights Act of 1866, employees could sue for racial 
discrimination.’ As a result of this act, individuals could also seek punitive and com- 
pensatory damages under Section 1981, in addition to the awarding of back pay. How- 
ever, in 1989, a Supreme Court ruling limited Section 1981 use in discrimination suits 
in that the law does not cover racial discrimination after a person has been hired.’ 

Well look more at reverse discrimination in our discussion of relevant 


No single piece of legislation has had a greater Supreme Court decisions. 


effect on reducing employment discrimina- 


Although earlier attempts were rudimentary in promoting fair employ- 
ment practices among workers, not until the 1960s was earnest emphasis 


tion than the Civil Rights Act of 1 964. placed on achieving such a goal. Let’s turn our attention, then, to the land- 


mark piece of employment legislation, the Civil Rights Act of 1964. 


Laws Affecting Discriminatory Practices 


The Importance of the Civil Rights Act of 1964 


No single piece of legislation in the 1960s had a greater effect on reducing employment 
discrimination than the Civil Rights Act of 1964. It was divided into parts called 
titles—each title dealing with a particular facet of discrimination. On college campuses, 
you may have heard about Title IX issues, usually in the context of what a university 
spends on both men’s and women’s sports programs. For HRM purposes, however, 
Title VII is especially relevant. 

Title VII prohibits discrimination in hiring, promotion, dismissal, benefits, com- 
pensation, or any other terms, conditions, or privileges of employment based on race, 
religion, color, gender, or national origin. Title VII also prohibits retaliation against 
an individual who files a charge of discrimination, participates in an investigation, or 
opposes any unlawful practice. Most organizations, both public and private, are bound 
by the law. The law, however, specifies compliance based on the number of employees in 
the organization. Any organization with fifteen or more employees is covered. This 
minimum number of employees serves as a means of protecting, or removing from the 
law, small, family-owned businesses. "° 

The practice of purposefully discriminating against certain groups significantly 
decreased after the passing of the Civil Rights Act, but employment practices such as test- 
ing applicants before hiring them appeared to create the same effect. In an attempt to 
clarify this procedure, several cases were argued before the Supreme Court. The outcomes 
of these cases indicated that any action that had the effect of keeping certain groups of 
people out of particular jobs was illegal, unless the company could show why the practice 
was required. The implication of these decisions, for example, was that a company could 
not hire a maintenance employee using an aptitude test and a high-school diploma 
requirement unless those criteria could be shown to be directly relevant to the job. 

In one of these cases, Griggs v. Duke Power Company (1971), the company was unable 
to show job relatedness. Griggs, an applicant for a maintenance job, demonstrated that 
the power company’s tests and degree requirements were unrelated to performance of the 
job in question. The decision in the Griggs case, though, did not mean that specific selec- 
tion criteria couldn’t be used. For instance, in the case of Washington v. Davis (1967),'' the 
Supreme Court upheld the use of aptitude tests. In this case, Davis applied for a position 
as a metropolitan Washington, D.C., police officer. The police force required all applicants 
to pass a comprehensive aptitude test. The Supreme Court held that the test measured 
necessary competencies required to be successful as a police officer. 

Even though we began to better understand what Congress meant in the writing 
of Title VII, some way to enforce the new law was necessary. By 1972, after realizing that 
the Civil Rights Act left much to interpretation, Congress passed an amendment to the 
act called the Equal Employment Opportunity Act (EEOA). This act provided a 
series of amendments to Title VII.” Probably the greatest consequence of the EEOA 
was the granting of enforcement powers to the Equal Employment Opportunity 
Commission (EEOC). The EEOC could effectively prohibit all forms of employment 
discrimination based on race, religion, color, sex, or national origin. The EEOC could 
file civil suits against organizations if unable to secure an acceptable resolution of 
discrimination charges within 120 days. (Individuals may also file suit themselves if 
the EEOC declines to sue.) In addition, the EEOC also expanded Title VII coverage to 
include employees of state and local governments, employees of educational institu- 
tions, and employees of labor organizations—as we mentioned earlier, those with fifteen 
or more employees or members. 

Title VII, as it exists today, stipulates that organizations must do more than just 
discontinue discriminatory practices, they must actively recruit and give preference to 
minority group members in employment decisions. This action is commonly referred 
to as affirmative action. 


Affirmative Action Plans Affirmative action programs are instituted by an organi- 
zation to correct past injustices in an employment process. Executive Order 11246 was 
established with the premise that as a matter of public policy and decency, minorities 
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Civil Rights Act of 1964 
Outlawed racial segregation and 
discrimination in employment, public 
facilities, and education. 


Title VII 

The most prominent piece of legis- 
lation regarding HRM, it states the 
illegality of discriminating against indi- 
viduals based on race, religion, color, 
sex, or national origin. 


Griggs v. Duke Power 
Company 

Landmark Supreme Court decision 
stating that tests must fairly measure 
the knowledge or skills required for 
a job. 


Equal Employment 
Opportunity Act (EEOA) 
Granted enforcement powers to 
the Equal Employment Opportunity 
Commission. 


Equal Employment Opportunity 
Commission (EEOC) 

The arm of the federal government 
empowered to handle discrimination 
in employment cases. 


affirmative action 

A practice in organizations that goes 
beyond discontinuance of discrimina- 
tory practices to include actively seek- 
ing, hiring, and promoting minority 
group members and women. 
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should be hired to correct past prejudice that kept them out. It was understood that 
many discriminatory practices were so well established that “Legal and social coercion 
[were] necessary to bring about the change.” 1? 

What do these reasons imply about affirmative action programs? Affirmative 
action means that an organization must take certain steps to show that it is not 
discriminating. For example, the organization must analyze the demographics of its 
current workforce. Similarly, the organization must analyze the composition of the 
community from which it recruits. If the workforce resembles the community for all 
job classifications, then the organization may be demonstrating that its affirmative 
action program is working. If, however, there are differences, affirmative action also 
implies that the organization will establish goals and timetables for correcting the 
imbalance and have specific plans for recruiting and retaining protected group 
members. If it does not, it can lose the right to contract with the government for 
goods and services. 

Coordinating an EEO program creates certain issues. First of all, the company 
must know what the job requires in terms of skills, knowledge, and abilities. Candidates 
are then evaluated on how well they meet the essential elements of the job. Candidates 
who meet these criteria are deemed qualified, meaning that they should be successful 
performers of the job. EEO laws do not require organizations to hire unqualified work- 
ers. They must actively search for qualified minorities by recruiting from places like pre- 
dominantly African American or women’s colleges but need not necessarily hire these 
individuals under this process. However, as a result of affirmative action programs, an 
organization should be able to show significant improvements in hiring and promot- 
ing women and minorities or justify why external factors prohibited them from achiev- 
ing their affirmative action goals. 

Affirmative action programs have always been met with criticism and lawsuits. 


Does this employee need a high school Much of the criticism has focused on the realization that affirmative action bases 
diploma to do his job? According to employment decisions on group membership rather than individual performance. 
the Griggs v. Duke Power case, if the Giving certain groups of individuals (by race, sex, age) preference tugs at the heart of 
organization cannot show how having a fair employment. As the argument goes, if it was wrong fifty years ago to give white 
high school diploma relates directly to males preference for employment, why is it right today to give other individuals prefer- 
successful performance on the job, then a ence simply because they possess certain traits? Despite some movement in a few states 


high school diploma cannot be required. 
To do so could be discriminatory. (Source: 
Karl Goodnough/Bloomberg News/Landov) 


to eliminate affirmative action plans, and debate in the U.S. Congress, affirmative 
action plans still exist. And it appears that they will be around for some time.'° 

So far, our discussion has addressed the practices designed to ensure equal employ- 
ment opportunity for all individuals. But how do we know if equal employment 
adverse (disparate) impact programs are not operating properly? The answer to that question may lie in the con- 
A consequence of an employment cept of adverse (disparate) impact. 
practice that results in a greater rejec- 
tion rate for a minority group than for 
the majority group in the occupation. 


Adverse Impact Adverse impact can be described as any employment consequence 
that discriminates against employees who are members of a protected group. Protected 
status categories include race, color, religion, national origin, citizenship status, gender, 
age (40 and above), pregnancy-related medical conditions, disability, and military status. 


DID YOU KNOW? 


Suggestions for Recruiting Minorities and Women: 


= Ask employees who are in an underrepresented = Advertise in community bulletins for clubs, sororities, 
group to help recruit. fraternities, and places of worship where minorities are 
m Participate in job fairs at colleges, universities, in a majority. 
places of worship, social clubs, and community- = Place job ads on television, radio, and Web sites and in 
based organizations where minorities are likely newspapers and magazines that target a particular 


; . 14 
to be in attendance. demographic. 
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For an example of an adverse impact, we can look at the height and weight require- 
ments police departments around the country had many years ago. The height require- 
ment was frequently 5'10” or greater. As such, many women and certain nationalities 
were unable to become police officers. Since women and some minority groups tend to 
be shorter, this height requirement significantly reduced job opportunities for them. 
The concept of adverse impact, then, results from a seemingly neutral, even uninten- 
tional consequence of an employment practice.'” 

Another issue differs from adverse impact but follows a similar logic. This is called 
adverse (disparate) treatment. Adverse treatment occurs when a member of a pro- 
tected group receives less favorable outcomes in an employment decision than a non- 
protected group member. For example, if a protected group member is more often eval- 
uated as performing poorly or receives fewer organizational rewards, adverse treatment 
may have occurred. 

The Civil Rights Act of 1964 led the way to change how HRM would function. As 
the years progressed, other amendments and legislation were passed that extended 
equal employment opportunity practices to diverse groups. Let’s take a look at the 
more critical of these laws summarized in Exhibit 3-1. 


What Other Laws Affect Discrimination Practices? 


In addition to the Civil Rights Act of 1964, other laws and presidential orders equally 
affect HRM practices. Specifically, we'll address the Age Discrimination in Employment 
Act of 1967 (amended in 1978 and 1986), the Pregnancy Discrimination Act of 1978, 
the Americans with Disabilities Act of 1990, the Family and Medical Leave Act of 1993, 
and Executive Orders 11246, 11375, and 11478. 


Age Discrimination in Employment Act of 1967 The Age Discrimination in 
Employment Act (ADEA) of 1967 prohibited the widespread practice of requiring 
workers to retire at age 65.'8 It gave protected-group status to individuals between the 
ages of 40 and 65. Since 1967, this act has been amended twice—once in 1978, to raise 
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adverse (disparate) treatment 
An employment situation where pro- 
tected group members receive treat- 
ment different from other employees 
in matters such as performance evalu- 
ations and promotions. 


Age Discrimination in 
Employment Act (ADEA) 

This act prohibits arbitrary age dis- 
crimination, particularly among those 
over age 40. 


Exhibit 3-1 
Summary of Primary Federal Laws 
Affecting Discrimination 


Title VII of the Civil Rights Act of 1964 
began a series of laws and executive orders 
that have attempted to eliminate discrimi- 
nation in the workplace. Many of these 
laws prevent employers from making job- 
related decisions on hiring, promotion, 
and pay on factors that are not related to 
the employee's ability to do the job such 
as race, religion, gender, or disability. 


Title VII prohibits employment discrimination in hiring, compensation, and 


terms, conditions, or privileges of employment based on race, religion, color, 


sex, Or national origin. 
Executive Order (E.O.) 11246 


Prohibits discrimination on the basis of race, religion, color, and national 


origin, by federal agencies as well as those working under federal contracts. 


Executive Order 11375 
Age Discrimination in Employment Act of 1967 


Added sex-based discrimination to E.O. 11246. 
Protects employees 40-65 years of age from discrimination. Later amended 


to age 70 (1978), then amended (1986) to eliminate the upper age limit 


altogether. 
Executive Order 11478 


Amends part of E.O. 11246: states practices in the federal government must 


be based on merit; also prohibits discrimination based on political affiliation, 


marital status, or physical handicap. 
Equal Employment Opportunity Act of 1972 


Age Discrimination in Employment Act of 1978 
to eliminate upper age limit. 


Pregnancy Discrimination Act of 1978 
treated like any other disability. 


Americans with Disabilities Act of 1990 


Granted the enforcement powers for the EEOC. 
Increased mandatory retirement age from 65 to 70. Later amended (1986) 


Affords EEO protection to pregnant workers and requires pregnancy to be 


Prohibits discrimination against an essentially qualified individual, and 


requires enterprises to reasonably accommodate individuals. 


Civil Rights Act of 1991 


Nullified selected Supreme Court decisions. Reinstates burden of proof by 


employer. Allows for punitive and compensatory damages through jury trials. 


Family and Medical Leave Act of 1993 


Permits employees in organizations of fifty or more workers to take up to 


twelve weeks of unpaid leave for family or medical reasons each year. 
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Pregnancy Discrimination 

Act of 1978 

Law prohibiting discrimination based 
on pregnancy. 


Americans with Disabilities 
Act of 1990 (ADA) 

Extends EEO coverage to include most 
forms of disability, requires employers 
to make reasonable accommodations, 
and eliminates post-job-offer medical 
exams. 
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the mandatory retirement age to 70, and again in 1986, to remove the upper age limit 
altogether. As a result, anyone over age 39 is covered by the ADEA. Organizations with 
twenty or more employees, state and local governments, employment agencies, and 
labor organizations are covered by the ADEA.” 

Of course, there are and have been exceptions to this law. For instance, employees 
such as commercial pilots may be required to leave their current positions because of 
strict job requirements. Pilots may not captain a commercial airplane on reaching the 
age of sixty-five. This was increased from age sixty in 2007 for several reasons including 
recognition that people are much healthier at sixty-five now than when the rule was 
written in 1950. The FAA also responded to a shortage of qualified pilots and foreign 
airlines with higher age limits.7° 

In applying the ADEA to the workplace, a four-pronged test is typically used to deter- 
mine if age discrimination has occurred. This test involves proving that one is “a member 
of a protected group, that adverse employment action was taken, the individual was 
replaced by a [younger] worker, and the individual was qualified for the job.””! For example, 
assume that in an organization’s attempt to cut salary costs, it lays off senior employees. 
Yet instead of leaving the jobs unfilled, the organization hires recent college graduates 
who are paid significantly less. This action may be risky and may lead to a charge of 
discrimination. Should the organization be found guilty of age discrimination, punitive 
damages up to double the compensatory amount may be awarded by the courts. 

As a final note to the ADEA, it’s important to recognize that age discrimination 
cases may extend beyond employment issues. One area of concern involves pension 
benefits for older workers. In 1990, the ADEA was amended by the Older Workers 
Benefit Protection Act to prohibit organizations from excluding employee benefits for 
older workers. However, the law does permit benefit reduction based on age so long as 
the cost of benefits paid by the organization is the same for older as it is for younger 
employees.”” We’ll look at employee benefits in greater detail in Chapter 12. 


The Pregnancy Discrimination Act of 1978 The Pregnancy Discrimination Act of 
1978 (supplemented by various state laws) prohibits discrimination based on pregnancy. 
Under the law, companies may not terminate a female employee for being pregnant, 
refuse to make a positive employment decision based on pregnancy, or deny insurance 
coverage to the woman. The law also requires organizations to offer the employee a rea- 
sonable period of time off from work. Although no specific time frames are given, the 
pregnancy leave is typically six to ten weeks. At the end of this leave, the worker is entitled 
to return to work. If the exact job she left is unavailable, a similar one must be provided. 
It is interesting to note that this law is highly contingent on other benefits the company 
offers. Should the organization not offer health or disability-related benefits such as 
sick leave to its employees, it is exempt from this law. However, any type of health or dis- 
ability insurance offered, no matter how much or how little, requires compliance. For 
instance, if a company offers a benefit covering 40 percent of the costs associated with 
any short-term disability, then it must include pregnancy in that coverage. 


The Americans with Disabilities Act of 1990 The Americans with Disabilities 
Act of 1990 (ADA) extends employment protection to most forms of disability status. 
The ADA prohibits discrimination on the basis of disability in employment in state and 
local government, public accommodations, commercial facilities, transportation, and 
telecommunications. To be protected by the ADA, one must have a disability or have an 
association with an individual with a disability. An individual with a disability is 
defined by the ADA as a person who has a physical or mental impairment that sub- 
stantially limits one or more major life activities, a person who has a history or record 
of such impairment, or a person who is perceived by others as having such impairment. 
The ADA does not specifically name all of the impairments that are covered, but they 
are clarified as employees and employers challenge the act in the courts.” In addition 
to substantial impairments such as mobility and communication problems, the act has 
been determined to protect people with HIV/AIDS and intellectual disabilities. On 
September 25, 2008, President George W. Bush signed into law the the ADA Amendments 
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Act of 2008 (ADAAA). It is intended to give broader protections for disabled workers 
and “turn back the clock” on court rulings that Congress deemed too restrictive. The 
ADAAA includes a list of impairments to major life activities. 

It’s important, however, to recognize that ADA doesn’t protect all forms of disabil- 
ity. For example, some psychiatric disabilities (like pyromania and kleptomania) may 
disqualify an individual from employment. And while some mental illness advocates 
have raised concerns, the EEOC and some courts have held that the employer is not 
accountable in these special cases.” Correctable conditions such as poor eyesight or 
high blood pressure are not included.” 

Obesity is an employment as well as a health concern in the American workplace. 
The Centers for Disease Control estimates that nearly 64 percent of Americans are over- 
weight. Although obesity is not covered under the ADA, workers who are morbidly 
obese with a Body Mass Index (BMI) of forty or above have successfully claimed that 
their obesity prevents them from performing one or more essential life functions. 
Although workers with a BMI under forty are not protected, the state of Michigan and 
the District of Columbia have enacted laws to specifically protect workers from dis- 
crimination based on size or appearance.’ 

Companies are also required to make reasonable accommodations to provide a 
qualified individual access to the job.” Technology may be required so that an individ- 
ual can do his or her job. For example, suppose a worker is legally blind. If special “read- 
ing” equipment is available and could assist this individual in doing the job, then the 
company must provide it if that accommodation does not present an undue hardship.” 

The ADA extends its coverage to private companies and all public service organi- 
zations. As a final note on this act, it’s important to mention that contagious diseases, 
including HIV and AIDS, are considered conditions of being disabled. In advancing the 
decision in the 1987 Supreme Court case of Aline v. Nassau County, the ADA views con- 
tagious diseases as any other medical disability. With respect to AIDS, exceptions can be 
implemented, but most of these are rare. In restaurants, for example, the individual 
may simply be assigned other duties, rather than terminated. Under this law, you must 
treat the AIDS worker in the same way you would treat a worker suffering from cancer, 
and all job actions must be based on job requirements. 


The Civil Rights Act of 1991 The Civil Rights Act of 1991 was one of the most hotly 

debated civil rights laws since the 1964 act. The impetus for this legislation stemmed from 

Supreme Court decisions in the late 1980s that diminished the effect of the Griggs deci- 

sion. Proponents of the 1964 legislation quickly banded together in an attempt to issue 

new legislation aimed at restoring the provisions lost in these Supreme Court rulings. 
The Civil Rights Act of 1991: 


E prohibits discrimination on the basis of race and prohibits racial harassment on 
the job 

Em returns the burden of proof that discrimination did not occur back to the employer 

m reinforces the illegality of employers who make hiring, firing, or promoting deci- 
sions on the basis of race, ethnicity, sex, or religion 

E permits women and religious minorities to seek punitive damages in intentional 
discriminatory claims 


Additionally, this act also included the Glass Ceiling Act—establishing the Glass Ceiling 
Commission, whose purpose is to study a variety of management practices in organizations. 

What impact did this legislation have on employers? The issue dealing with puni- 
tive damages may prove to be the most drastic change. For the first time, individuals 
claiming to have been intentionally discriminated against may sue for damages. 
The amount of these compensatory and punitive charges, however, is prorated based 
on number of employees in the organization. 


The Family and Medical Leave Act of 1993 The Family and Medical Leave Act of 
1993 (FMLA) provides employees in organizations employing fifty or more workers 
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reasonable accommodations 
Changes to the workplace that allow 
qualified workers with disabilities to 
perform their jobs. 


Civil Rights Act of 1991 
Employment discrimination law that 
nullified selected Supreme Court deci- 
sions. Reinstated burden of proof by 
the employer, and allowed for punitive 
and compensatory damage through 
jury trials. 


The Family and Medical Leave 
Act of 1993 (FMLA) 

Provides employees in most organiza- 
tions the opportunity to take up to 
twelve weeks of unpaid leave for fam- 
ily matters. 


Years ago, a person in a wheelchair 

may have had difficulty obtaining 
employment. However, with the passage 
of the Americans with Disabilities Act of 
1990, employees such as this cannot be 
discriminated against simply because of 
the disability. Disabled employees have 
therefore become productive members of 
today’s organizations. (Source: Masterfile) 
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Uniformed Services 
Employment and 
Reemployment Rights 

Act of 1994 (USERRA) 

Clarifies and strengthens the rights of 
veterans to return to their jobs in the 
private sector when they return from 
military service. 
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within a seventy-five-mile radius of the organization the opportunity to take up to 
twelve weeks of unpaid leave in a twelve-month period for family matters (such as child- 
birth or adoption, their own illness, or to care for a sick family member).*° To be eligi- 
ble for these benefits, an employee must have worked for an employer for a total of 
twelve months (not necessarily consecutively) and must have worked for the organiza- 
tion at least 1,250 hours in the past twelve months. These employees are generally guar- 
anteed their current job, or one equal to it, on their return. If, however, an organization 
can show that it will suffer significant economic damage by having a “key” employee 
out on FMLA leave, the organization may deny the leave?! A key employee is generally 
a salaried employee among the top 10 percent of wage earners in the organization. The 
organization, however, must notify an employee who requests the leave that he or she is 
considered a “key” employee and that although the employee may have an opportunity 
to return to the same job, the organization cannot guarantee it. 

During this period of unpaid leave, employees retain their employer-offered health 
insurance coverage (see Exhibit 3-2). Nearly 80 percent of all U.S. workers are covered 
under FMLA. In 2008, these FMLA benefits were extended to include family of mem- 
bers of the military who are on active duty. Employees who need leave to be a caregiver 
for a wounded service member are also included. Several states already had laws that 
were similar to the new FMLA rules.*” 

HR professionals agree that the FMLA has noble intent, but it has created difficulties 
for some organizations. These include staffing problems as well as the administrative 
complexity in processing FMLA matters.*? Another difficulty is defining how serious a 
health condition must be for an employee to qualify for leave. The condition must be 
serious enough to require at least a three-day absence from work and include two doctor’s 
visits. Some employees have successfully claimed that seemingly minor illnesses like colds 
or flu qualify if the doctor visits are followed by extended treatment with antibiotics.** 

Other situations that cause staffing problems and paperwork for HR professionals 
are employees who take leave in very small increments of time (some as small as six 
minutes) and employees who notify employers of their intent to use FMLA up to two 
business days after the leave has been taken.*> 


Uniformed Services Employment and Reemployment Rights Act of 1994 
(USERRA) was enacted to clarify and strengthen the rights of veterans who served in 
the reserves or national guard. Veterans have the right to return to their jobs in the 
private sector when they return from military service, and are entitled to the same 
seniority, status, and pay they would have attained had they remained on the job. They 
may also retain their employee insurance benefits while on military service, although 
they may be required to pay for the premiums. 

The USERRA also prohibits employers from discriminating or retaliating against a 
job applicant or employee based on prior military service. The process for filing a com- 
plaint against employers who do not comply with the act is also spelled out. In 2004, 
the Veterans’ Benefits Improvement Act (VBIA) clarified the health insurance rights of 
veterans and required that employers display the USERRA poster along with other 
information notifying employees of their rights.°° 


Relevant Executive Orders In 1965, President Lyndon Johnson issued Executive 
Order 11246, which prohibited discrimination on the basis of race, religion, color, or 
national origin by federal agencies as well as by contractors and subcontractors who 
worked under federal contracts. This was followed by Executive Order 11375, which 
added sex-based discrimination to the above criteria. In 1969, President Richard Nixon 
issued Executive Order 11478 to supersede part of Executive Order 11246. It stated that 
employment practices in the federal government must be based on merit and must pro- 
hibit discrimination based on race, color, religion, sex, national origin, political affilia- 
tion, marital status, or physical disability. 

These orders cover all organizations with contracts of $10,000 or more with the 
federal government. Additionally, those organizations with fifty or more employees 
and/or $50,000 in federal grants must have a written active affirmative action program. 
The Office of Federal Contract Compliance Program (OFCCP) administers the order’s 
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EMPLOYEE RIGHTS AND RESPONSIBILITIES 
UNDER THE FAMILY AND MEDICAL LEAVE ACT 


Basic Leave Entitlement 

FMLA requires covered employers to provide up to 12 weeks of unpaid, job- 

protected leave to eligible employees for the following reasons: 

e For incapacity due to pregnancy, prenatal medical care or child birth; 

© To care for the employee’s child after birth, or placement for adoption 
or foster care; 

* To care for the employee’s spouse, son or daughter, or parent, who has 
a serious health condition; or 

e For aserious health condition that makes the employee unable to 
perform the employee’s job. 


Military Family Leave Entitlements 

Eligible employees with a spouse, son, daughter, or parent on active duty or 
call to active duty status in the National Guard or Reserves in support of a 
contingency operation may use their 12-week leave entitlement to address 
certain qualifying exigencies. Qualifying exigencies may include attending 
certain military events, arranging for alternative childcare, addressing certain 
financial and legal arrangements, attending certain counseling sessions, and 
attending post-deployment reintegration briefings. 


FMLA also includes a special leave entitlement that permits eligible 
employees to take up to 26 weeks of leave to care for a covered 
servicemember during a single 12-month period. A covered servicemember 
is a current member of the Armed Forces, including a member of the 
National Guard or Reserves, who has a serious injury or illness incurred in 
the line of duty on active duty that may render the servicemember medically 
unfit to perform his or her duties for which the servicemember is undergoing 
medical treatment, recuperation, or therapy; or is in outpatient status; or is on 
the temporary disability retired list. 


Benefits and Protections 

During FMLA leave, the employer must maintain the employee’s health 
coverage under any “group health plan” on the same terms as if the employee 
had continued to work. Upon retum from FMLA leave, most employees 
must be restored to their original or equivalent positions with equivalent pay, 
benefits, and other employment terms. 


Use of FMLA leave cannot result in the loss of any employment benefit that 
accrued prior to the start of an employee’s leave. 


Eligibility Requirements 

Employees are eligible if they have worked for a covered employer for at 
least one year, for 1,250 hours over the previous 12 months, and if at least 50 
employees are employed by the employer within 75 miles. 


Definition of Serious Health Condition 

A serious health condition is an illness, injury, impairment, or physical or 
mental condition that involves either an overnight stay in a medical care 
facility, or continuing treatment by a health care provider for a condition that 
either prevents the employee from performing the functions of the 
employees job, or prevents the qualified family member from participating 
in school or other daily activities. 


Subject to certain conditions, the continuing treatment requirement may be 
met by a period of incapacity of more than 3 consecutive calendar days 
combined with at least two visits to a health care provider or one visit and a 
regimen of continuing treatment, or incapacity due to pregnancy, or 
incapacity due to a chronic condition. Other conditions may meet the 
definition of continuing treatment. 


Use of Leave 

An employee does not need to use this leave entitlement in one block. Leave 
can be taken intermittently or on a reduced leave schedule when medically 
necessary. Employees must make reasonable efforts to schedule leave for 
planned medical treatment so as not to unduly disrupt the employer's 
operations, Leave due to qualifying exigencies may also be taken on an 
intermittent basis. 


Substitution of Paid Leave for Unpaid Leave 

Employees may choose or employers may require use of accrued paid leave 
while taking FMLA leave. In order to use paid leave for FMLA leave, 
employees must comply with the employer’s normal paid leave policies. 


Employee Responsibilities 

Employees must provide 30 days advance notice of the need to take FMLA 
leave when the need is foreseeable. When 30 days notice is not possible, the 
employee must provide notice as soon as practicable and generally must 
comply with an employer’s normal call-in procedures. 


Employees must provide sufficient information for the employer to 
determine if the leave may qualify for FMLA protection and the anticipated 
timing and duration of the leave. Sufficient information may include that the 
employee is unable to perform job functions, the family member is unable to 
perform daily activities, the need for hospitalization or continuing treatment 
by a health care provider, or circumstances supporting the need for military 
family leave. Employees also must inform the employer if the requested 
leave is for a reason for which FMLA leave was previously taken or certified. 
Employees also may be required to provide a certification and periodic 
recertification supporting the need for leave. 


Employer Responsibilities 

Covered employers must inform employees requesting leave whether they 
are eligible under FMLA. If they are, the notice must specify any additional 
information required as well as the employees’ rights and responsibilities. If 
they are not eligible, the employer must provide a reason for the ineligibility. 


Covered employers must inform employees if leave will be designated as 
FMLA-protected and the amount of leave counted against the employee’s 
leave entitlement. Ifthe employer determines that the leave is not FMLA- 
protected, the employer must notify the employee. 


Unlawful Acts by Employers 

FMLA makes it unlawful for any employer to: 

e Interfere with, restrain, or deny the exercise of any right provided under 
FMLA; 

e Discharge or discriminate against any person for opposing any practice 
made unlawful by FMLA or for involvement in any proceeding under 
or relating to FMLA. 


Enforcement 
An employee may file a complaint with the U.S. Department of Labor or 
may bring a private lawsuit against an employer. 


FMLA does not affect any Federal or State law prohibiting discrimination, or 
supersede any State or local law or collective bargaining agreement which 
provides greater family or medical leave rights. 


FMLA section 109 (29 U.S.C. § 2619) requires FMLA covered 
employers to post the text of this notice. Regulations 29 
C.F.R. § 825.300(a) may require additional disclosures. 


For additional information: 
1-866-4US-WAGE (1-866-487-9243) TTY: 1-877-889-5627 


WWW.WAGEHOUR.DOL.GOV 


WHD 


U.S. Wage and Hour Division 


U.S. Department of Labor | Employment Standards Administration | Wage and Hour Division WHD Publication 1420 Revised January 2009 


provisions and provides technical assistance. We’ll return to the OFCCP shortly when 
we discuss the enforcement aspects of equal employment opportunities. 


Guarding Against Discrimination Practices 


The number of laws and regulations make it critical for HRM to implement nondiscrim- 
inatory practices. Although it is hoped that senior management has established an orga- 
nizational culture that encourages equal employment opportunity, discrimination does 


Exhibit 3-2 

Family and Medical Act Poster 
The U.S. Department of Labor provides 
employers with posters such as this one 
that inform employees of their rights. 
The Department of Labor Web site has 
posters available for free download at 
www.dol.gov. They also offer assistance 
in determining which posters a 
business may be required to display. 
(Source: U.S. Department of Labor) 


happen. Recall from our earlier discussion that employment discrimination may stem 
from a decision based on factors other than those relevant to the job. Should that occur 
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Is a Problem Brewing? 


Often, HR managers react to an event or, in the 
case of a discrimination charge, a legal matter. 
Although they often have policies in place on how 
to handle such events, a more fundamental ques- 
tion arises. That is, are there signs that something 
is brewing? The answer is often yes—if one is pay- 
ing attention to what’s happening in the organization. 

For instance, one might expect a problem ahead if: 


= large numbers of employees (often individuals who share 
something in common—a personal characteristic, the same 
supervisor, etc.) ask for their personnel files 

m significant increases are witnessed in the use of the 


DID YOU KNOW? 


m aunion campaign has just failed 
= employees are using blogs to bash the organization 


Though each of the above items might not always indicate a 
legal action is forthcoming, it should tell HR that there is a 
potential problem and they need to look into it. Being a bit 
proactive—investigating things before they reach a fever pitch— 
is often the best defense one may have. 


Source: J. Harmon, “Identifying and Preventing Class Actions,” Workforce 
Management (August 2004), available online at www.workforce.com/section/ 
03/article/23/81/53.html; and M. T. Johnson, “The Car Wreck You Can 
Stop,” Workforce Management (December 2003), pp. 18-20. 


company’s complaint procedure 


frequently, the organization may face charges that it discriminates against some members 
of a protected group (see Did You Know?). Determining what constitutes discrimination, 
however, typically requires more than one individual being adversely affected. 


Determining Potential Discriminatory Practices 


To determine if discrimination possibly occurred, one of four tests can be used: the 
4/Sths rule, restricted policies, geographic comparisons, and the McDonnell-Douglas 
Test. Remember, however, that each of these tests is simply an indicator that risky prac- 
tices may have occurred. It is up to a judicial body to make the final determination. 


4/5ths rule 

A rough indicator of discrimination, 
this rule requires that the number of 
minority members a company hires 
must equal at least 80 percent of the 
majority members in the population 
hired. 


The 4/5ths Rule One of the first measures of determining potentially discriminatory 
practices is called the 4/5ths rule. Issued by the EEOC in its Uniform Guidelines on 
Employee Selection Procedures, the 4/Sths rule helps assess whether an adverse impact has 
occurred. Of course, the 4/Sths rule is not a definition of discrimination. It is, however, 
a quick analysis to help assess HR practices in an organization. Moreover, in applying 
the 4/Sths rule, the Supreme Court ruled in Connecticut v. Teal (1984) that decisions in 
each step of the selection process must conform to the 4/Sths rule.*” 

To see how the 4/Sths rule works, suppose we have two pools of applicants for jobs as 
management information systems analysts. Our applicants’ backgrounds reflect the fol- 
lowing: forty applicants are classified in the majority and fifteen applicants are classified as 
members of minority populations.*® After the testing and interview process, we hire 
twenty-two majority and eight minority members. Is the organization in compliance? 
Exhibit 3-3 provides the analysis. In this case, we find that the company is in compliance; 
that is, the ratio of minority to majority members is 80 percent or greater (the 4/Sths rule). 
Accordingly, even though fewer minority members were hired, no apparent discrimination 
has occurred. Exhibit 3-3 also shows the analysis of an organization not in compliance. 

Remember, whenever the 4/Sths rule is violated, it indicates only that discrimina- 
tion may have occurred. Many factors can enter in the picture. Should the analysis show 
that the percentage is less than 80 percent, more elaborate statistical testing must con- 
firm or deny adverse impact. For instance, if Company A finds a way to keep most minor- 
ity group members from applying in the first place, it need hire only a few of them to 
meet its 4/Sths measure. Conversely, if Company B actively seeks numerous minority 
group applicants and hires more than Company A, it still may not meet the 4/Sths rule. 


Restricted Policy A restricted policy infraction occurs whenever an enterprise’s HRM 
activities exclude a class of individuals. For instance, assume a company is restructuring 
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Majority Group (Maj) = 40 Applicants 


Minority Group (Min) = 15 Applicants 


Item Number Percent Item Number Percent %Min/% Maj 
Passed test 30 75% Passed test 11 73% 73%/75% = 97% 
Passed interview 22 73% Passed interview 8 72% 72%/73% = 98% 
Hired D2 100% Hired 8 100% 100%/100% = 100% 
Analysis 22/40 = 55% Analysis 8/15 = 53% 


Ratio of minority/majority 53%/55% = 96% 


Majority Group (Maj) = 40 Applicants 


Minority Group (Min) = 15 Applicants 


Item Number Percent Item Number Percent %Min/% Maj 
Passed test 30 75% Passed test 11 73% 73%/75% = 97% 
Passed interview 22 86% Passed interview 4 36% 36%/86% = 41% 
Hired 26 100% Hired 4 100% 100%/100% = 100% 
Analysis 26/40 = 65% Analysis 4/15 = 26% 
Ratio of minority/majority 26%/65% = 40% 

Exhibit 3-3 


and laying off an excessive number of employees over age forty. Simultaneously, how- 
ever, the company is recruiting for selected positions on college campuses only. Because 
of economic difficulties, this company wants to keep salaries low by hiring people just 
entering the workforce. Those over age thirty-nine who were making higher salaries are 
not given the opportunity to even apply for these new jobs. These actions may indicate 
a restricted policy. That is, through its hiring practice (intentional or not), a class of 
individuals (in this case, those protected by age discrimination legislation) has been 
excluded from consideration. 


Geographical Comparisons A third means of supporting discriminatory claims is 
through the use of a geographic comparison. In this instance, the characteristics of the 
potential qualified pool of applicants in an organization’s hiring market are compared to 
the characteristics of its employees. If the organization has a proper mix of individuals at 
all levels in the organization that reflects its recruiting market, then the company is in 
compliance. Additionally, that compliance may assist in fostering diversity in the organi- 
zation. The key factor here is the qualified pool according to varying geographic areas. 


McDonnell-Douglas Test Named for the McDonnell-Douglas Corp. v. Green 1973 
Supreme Court case,” this test provides a means of establishing a solid case.*° Four 


components must exist: 


1. The individual is a member of a protected group. 

2. The individual applied for a job for which he or she was qualified. 

3. The individual was rejected. 

4. The enterprise, after rejecting this applicant, continued to seek other applicants 
with similar qualifications. 


If these four conditions are met, an allegation of discrimination is supported. It is 
up to the company to refute the evidence by providing a reason for such action. Should 
that explanation be acceptable to an investigating body, the protected group member 
must then prove that the company’s reason is inappropriate. If any of the preceding 
four tests are met, the company might find itself having to defend its practices. In the 
next section, we’ll explain how an enterprise can do that. 


Responding to an EEO Charge 


If HRM practices have adverse impact in an organization, the employer has a few reme- 
dies for dealing with valid allegations. First, the employer should discontinue the practice. 


Applying the 4/5ths Rule 


Although all the numbers may look 
intimidating, the concept of the 4/5ths 
Rule is pretty simple. If the percentage of 
minority employees hired is 80% or more 
of the number of non-minorities hired, 
the company is in compliance the rule. If 
the percentage is under 80%, it indicates 
the company may have discriminated 
against minority applicants, and further 
research is indicated. 


McDonnell-Douglas Corp. v. 
Green 

Supreme Court case that led to a 
four-part test used to determine if dis- 
crimination has occurred. 
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bona fide occupational 
qualification (BFOQ) 

Job requirements that are “reasonably 
necessary to meet the normal opera- 
tions of that business or enterprise.” 


Why does the Age Discrimination in 
Employment Act permit certain 
exceptions, like requiring commercial 
airlines pilots to retire on reaching their 
sixty-fifth birthday? The rationale focuses 
on the potential for a pilot's skills to 
lessen after age sixty-five. That, coupled 
with concern for air safety of traveling 
passengers, has resulted in an exception 
to the law. (Source: ©Digital Vision/Getty 
Images, Inc.) 


seniority systems 

Decisions such as promotions, pay, 
and layoffs are made on the basis of 
an employee's seniority or length of 
service. 
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Only after careful study should the practice, or a modified version, be reinstated. How- 
ever, even if enough evidence for a charge exists, an employer may choose to defend its 
practices. Generally, three defenses can be used when confronted with an allegation. 
These are: job relatedness or business necessity; bona fide occupational qualifications; 
and seniority systems. 


Business Necessity An organization has the right to operate in a safe and efficient 
manner. This includes business necessities without which organizational survival 
could be threatened. A major portion of business necessity involves job-relatedness 
factors, or having the right to expect employees to perform successfully. Employees 
are expected to possess the skills, knowledge, and abilities required to perform the 
essential elements of the job. Job-relatedness criteria are substantiated through the 
validation process. 


Bona Fide Occupational! Qualifications The second defense against discriminatory 
charges is a bona fide occupational qualification (BFOQ). Under Title VII, a BFOQ 
was permitted where such requirements were “reasonably necessary to meet the normal 
operation of that business or enterprise.” As originally worded, BFOQs could be used 
only to support sex discrimination. Today, BFOQ coverage is extended to other cate- 
gories. BFOQs cannot, however, be used in cases of race or color. 

It is important to note that while BFOQs are “legal” exceptions to Title VII, they are 
narrowly defined. Simply using a BFOQ as the response to a charge of discrimination is 
not enough; it must be directly related to the job. Let’s look at some examples. Employ- 
ers have tried to argue that gender is a requirement to be a firefighter, police officer, or 
flight attendant for reasons such as physical strength or public perception. The courts, 
however, did not hold the same view. As a result, it is now common to see both sexes in 
nearly any career. Using gender as a job criterion is difficult to prove. However, under 
certain circumstances gender as a BFOQ has been supported. In some jobs such as 
prison guards, washroom attendants, and health care, gender may be used as a deter- 
mining factor to “protect the privacy interests of patients, clients, or customers.” 

A religious BFOQ may have similar results. Religion may be used as a differentiat- 
ing factor in ordaining a church minister, but a faculty member doesn’t have to be 
Catholic to teach at a Jesuit college. Under rare circumstances, an organization may 
refuse to hire individuals whose religious observances fall on days that the enterprise 
normally operates if the organization demonstrates that it cannot reasonably accom- 
modate these religious observances.*? It’s becoming harder to demonstrate an inability 
to make a reasonable accommodation.** For example, pizza delivery establishments 
cannot refuse to hire, or terminate, an employee who has facial hair required by reli- 
gious belief. HRM managers must understand that some “traditional” policies may 
have to change to reflect religious diversity in the workforce. For instance, a policy that 
prohibits employees who have customer contact from having beards may be a violation 
of the Civil Rights Act. Accordingly, the company may have to change its policy to 
accommodate religious traditions.*° 

In terms of national origin, BFOQs have become rare. However, if an organization 
can show that a foreign accent or the inability to communicate effectively “materially 
interferes with the individual’s ability to perform” the job, then nationality can be used 
as a BEOQ.*° 

Our last area of BFOQ is age. Because of subsequent amendments to the Age 
Discrimination in Employment Act, age BFOQs are hard to support. As we mentioned 
in our discussion of age discrimination, it can sometimes be used as a determining 
factor. However, aside from pilots and a select few key management executives in an 
organization, age as a BFOQ is limited. 


Seniority Systems Finally, the organization’s bona fide seniority system can serve as 
a defense against discrimination charges. So long as employment decisions such as 
layoffs stem from a well-established and consistently applied seniority system, decisions 
that may adversely affect protected group members may be permissible. However, an 
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organization using seniority as a defense must be able to demonstrate the “appropri- 
ateness” of its system. 

Although means are available for organizations to defend themselves, the best 
approach revolves around job-relatedness. BFOQ and seniority defenses are often sub- 
ject to great scrutiny and, at times, are limited in their use. 


Selected Relevant 
Supreme Court Cases 


In addition to the laws affecting discriminatory practices, HRM practitioners must be 
aware of decisions rendered by the Supreme Court. Many of these cases help further 
define HRM practices or indicate permissible activities. Although it is impossible to dis- 
cuss every applicable Supreme Court case, we have chosen a few of the more critical 
ones for what they have meant to the field. 


Cases Concerning Discrimination 


Let’s return to one of the most important legal rulings affecting selection procedures. 
In the 1960s, Duke Power had a policy of requiring everyone to pass two different apti- 
tude tests and have a high school diploma in order to work in any position other than 
a department called the labor department. The labor department was the lowest paying 
department at Duke Power and was almost exclusively staffed with African American 
employees. Willie Griggs filed a class action lawsuit on behalf of other African American 
employees, claiming that the requirement to pass the tests and have a high school 
diploma unfairly discriminated against African American employees who tended not to 
have the same education as other applicants. 

In the 1971 Griggs v. Duke Power Company decision, the U.S. Supreme Court adopted 
the interpretive guidelines set out under Title VII: tests must fairly measure the knowl- 
edge and skills required in a job in order not to discriminate unfairly against minorities. 
This action single-handedly made invalid any employment test or diploma requirement 
that disqualified African Americans at a substantially higher rate than whites (even 
unintentionally) if this differentiation could not be proved job related. Such action was 
said to create an adverse (disparate) impact.*” 

The Griggs decision had even wider implications. It made illegal most intelligence 
and conceptual tests used in hiring without direct empirical evidence that the tests 
employed were valid. This crucial decision placed the burden of proof on the employer, 
who must provide adequate support that any test used did not discriminate on the 
basis of non-job-related characteristics. For example, if an employer requires all appli- 
cants to take an IQ test, and test results factor in the hiring decision, the employer must 
prove that individuals with higher scores will outperform on the job those individuals 
with lower scores. Nothing in the Court’s decision, however, precludes the use of test- 
ing or measuring procedures. What it did was to place the burden of proof on manage- 
ment to demonstrate, if challenged, that the tests used provided a reasonable measure 
of job performance. 

Although companies began a process of validating these tests, requiring all job 
applicants to take them raised further questions. In 1975, the Supreme Court decision 
in the case of Albemarle Paper Company v. Moody clarified the methodological require- 
ments for using and validating tests in selection.*® In the case, four African American 
employees challenged their employer’s use of tests for selecting candidates from the 
unskilled labor pool for promotion into skilled jobs. The Court endorsed the EEOC 
guidelines by noting that Albemarle’s selection methodology was defective because: 


m The tests had not been used solely for jobs on which they had previously been 
validated. 
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Albemarle Paper Company 

v. Moody 

Supreme Court case that clarified the 
methodological requirements for using 
and validating tests in selection. 
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Exhibit 3-4 

Summary of Selected Supreme 
Court Cases Affecting EEO 

These Supreme Court cases have helped 
clarify the intent of equal 

employment laws. 


Wards Cove Packing Company 
v. Atonio 

A notable Supreme Court case that 
had the effect of potentially under- 
mining two decades of gains made in 
equal employment opportunities. 
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Griggs v. Duke Power (1971) Tests must fairly measure the knowledge or skills 
required for a job; also validity of tests. 


Albemarle Paper Clarified requirements for using and validating tests 
Company v. Moody (1975) in selection. 


Washington v. Davis (1976) Job-related tests are permissible for screening applicants. 


Connecticut v. Teal (1984) Requires all steps in a selection process to meet the 
4/5ths rule. 

Firefighters Local Layoffs are permitted by seniority despite effects it 

1784 v. Stotts (1984) may have on minority employees. 

Wyant v. Jackson Board Layoffs of white workers to establish racial or ethnic 

of Education (1986) balances are illegal; however, reaffirmed the use of 
affirmative action plans to correct racial imbalance. 

United States v. Paradise Quotas may be used to correct significant racial 

(1986) discrimination practices. 

Sheetmetal Workers Racial preference could be used in layoff decisions 

Local 24 v. EEOC (1987) only for those who had been subjected to previous race 
discrimination. 

Johnson v. Santa Clara Reaffirmed the use of preferential treatment based 

County Transportation on gender to overcome problems in existing 

Agency (1987) affirmative action plans. 


m The tests were not validated for upper-level jobs alone but were also used for 
entry-level jobs. 

m Subjective supervisory ratings were used for validating the tests, but the ratings 
had not been done with care. 

m The tests had been validated on a group of job-experienced white workers, 
whereas the tests were given to young, inexperienced, and often nonwhite 
candidates. 


In addition to these two landmark cases, other Supreme Court rulings have affected 
HRM practices. We have identified some of the more important ones and their results 
in Exhibit 3-4. During the late 1980s, however, we began to see a significant change in 
the Supreme Court’s perception of EEO. One of the most notable cases during this 
period was Wards Cove Packing Company v. Atonio (1989).*° Wards Cove operates 
two salmon canneries in Alaska. The issue in this case stemmed from different hiring 
practices for two types of jobs. Noncannery jobs viewed as unskilled positions were 
predominately filled by nonwhites (Filipinos and native Alaskans). On the other hand, 
cannery jobs, seen as skilled administrative/engineering positions, were held by a pre- 
dominately white group. Based on the ruling handed down in Griggs v. Duke Power, an 
adverse (disparate) impact could be shown by the use of statistics (the 4/5ths rule). 
However, in the decision, the Court ruled that statistics alone could not support evi- 
dence of discrimination. 

Consequently, the burden of proof shifted from the employer to the individual 
employee. The Wards Cove decision had the effect of potentially undermining two 
decades of gains made in equal employment opportunities. This case could have struck 
a significant blow to affirmative action. Despite that potential, businesses appeared 
unwilling to significantly deviate from the affirmative action plans developed over the 
years. Of course, it’s now a moot point, as the Civil Rights Bill of 1991 nullified many of 
these Supreme Court rulings. 
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Cases Concerning Reverse Discrimination 


Affirmative action programs are necessary to ensure continued employment possibili- 
ties for minorities and women. Programs to foster the careers of these two groups have 
grown over the decades. But while this voluntary action may have been needed to cor- 
rect past abuses, what about the white male—who at some point will become a minor- 
ity in the workforce? Some white males believe that affirmative action plans work 
against them, leading to charges of reverse discrimination. Two specific cases of 
reverse discrimination have been noteworthy: Bakke and Weber. 

In 1978, the Supreme Court handed down its decision in the case of Bakke v. The 
Regents of the University of California at Davis Medical School.°° Allen Bakke applied to the 
Davis Medical School for one of one hundred first-year seats. At that time, U.C. Davis 
had a self-imposed quota system to promote its affirmative action plan: that is, of the 
one hundred first-year seats, sixteen were set aside for minority applicants. Bakke’s 
charge stemmed from those sixteen reserved seats. His credentials were not as good as 
those gaining access to the first eighty-four seats, but were better than those of minori- 
ties targeted for the reserved seats. The issue that finally reached the Supreme Court 
was could an institution impose its own quota to correct past imbalances between 
whites and minorities? The Supreme Court ruled that the school could not set aside 
those seats, for doing so resulted in “favoring one race over another.” Consequently, 
Bakke was permitted to enter Davis Medical School. 

The Supreme Court’s decision in the case of the United Steelworkers of America v. 
Weber (1979) appeared to have important implications for organizational training 
and development practices and for the larger issue of reverse discrimination.?! In 
1974, Kaiser Aluminum and the United Steelworkers Union set up a temporary train- 
ing program for higher-paying skilled trade jobs, such as electrician and repairer, at a 
Kaiser plant in Louisiana. Brian Weber, a white employee at the plant who was not 
selected for the training program, sued on the grounds that he had been illegally dis- 
criminated against. He argued that African Americans with less seniority were 
selected over him to attend the training due solely to their race. The question facing the 
Court was whether it is fair to discriminate against whites to help African Americans 
who have been longtime victims of discrimination. The justices said that Kaiser could 
choose to give special job preference to African Americans without fear 
of being harassed by reverse discrimination suits brought by other 
employees. The ruling was an endorsement of voluntary affirmative 
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reverse discrimination 

A claim made by white males that 
minority candidates are given preferen- 
tial treatment in employment decisions. 


Failure to document decisions on business 


action efforts—goals and timetables for bringing an organization’s necessity may lead to serious challenges. 


minority and female workforce up to the percentages they represent in 
the available labor pool. 

Despite the press coverage that both cases received, many questions remained 
unanswered. Just how far was a company permitted to go regarding preferential 
treatment? In subsequent cases, more information became available. In 1984, the 
Supreme Court ruled in Firefighters Local 1784 v. Stotts?? that when facing a layoff 
situation, affirmative action may not take precedence over a seniority system: that is, 
the last in (often minorities) may be the first to go. This decision was further rein- 
forced in Wyant v. Jackson Board of Education (1986),°* when the Supreme Court ruled 
that a collective bargaining agreement giving preferential treatment to preserve 
minority jobs in the event of a layoff was illegal. On the contrary, in Johnson v. Santa 
Clara County Transportation (1987) the Supreme Court did permit affirmative action 
goals to correct worker imbalances as long as the rights of nonminorities were pro- 
tected. This ruling had the effect of potentially reducing reverse discrimination 
claims. 

The implications of these cases may be somewhat confusing. The conclusion one 
needs to draw from these is that any HRM practice may be challenged by anyone. HRM 
must be able to defend its practices, if necessary, and explain the basis and the parame- 
ters on which the decisions were made. Failure to document or to base the decisions on 
business necessities may lead to serious challenges to the action taken. 
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ETHICAL ISSUES IN HRM 


English-Only Rules 


Central Station Casino in Colorado instituted an 

“English-Only” policy for their housekeeping de- 

partment after a non-Spanish-speaking employee 

thought that other employees were talking about 

her in Spanish. The policy was defended as neces- 

sary for safety reasons. To enforce the policy, managers and 

non-Hispanic employees would shout “English, English!” at 

Hispanic employees when they encountered them in the halls of 

the hotel. Because of the embarrassment and distress this 

caused, the Hispanic employees filed a complaint with the Equal 
Employment Opportunity Commission.>* 

Can an organization require its employees to speak only 

English on the job? The answer is a definite “maybe.” At issue 

here are several items. On one hand, employers have identified 


When managers who speak only English try to communicate with an 
increasingly ethnically diverse workforce, challenges arise. English-only 
rules are a controversial solution. (Source: T. Ozonas/Masterfile) 


the need to have a common language spoken at the work site. 
Employers must be able to communicate effectively with all em- 
ployees, especially when safety or productive efficiency matters 
are at stake.” This, they claim, is a business necessity. Conse- 
quently, if it is a valid job requirement, the practice could be 
permitted. 

Furthermore, an employer’s desire to have one language 
may stem from the fact that some workers may use bilingual 
capabilities to harass and insult other workers in a language 
they could not understand. With today’s ever-increasing con- 
cern about protecting employees, especially women, from hos- 
tile environments, English-only rules serve as one means of 
reasonable care. 

A counterpoint to this English-only rule firmly rests with 
the workforce diversity issue. Workers in today’s organizations 
come from all nationalities and speak different languages. 
More than 30 million workers in the United States speak a 
language other than English. What about these individuals’ desire 
to speak their language, communicate effectively with their 
peers, and maintain their cultural heritage? To them, English- 
only rules are discriminatory in terms of national origin in 
that they create an adverse impact for non-English-speaking 
individuals.°° 

The EEOC settled the Central Station Casino complaint 
with a settlement of $1.5 million awarded to the Hispanic em- 
ployees. Central Station Casino also was directed to inform all 
employees that there was no English-only policy and provide 
training to ensure that discrimination does not occur. 

Should employers be permitted to require that only English 
be spoken in the workplace? Would it make a difference if it were 
a family-owned Chinese restaurant? What if it is necessary for 
successful performance or to prevent a safety or health hazard? 
Should the Supreme Court view this as a discriminatory prac- 
tice, or render a decision that would create a single, nationwide 
standard on English-only? What do you think about this issue? 


Enforcing Equal Opportunity Employment 


Two U.S. government agencies are primarily responsible for enforcing equal employ- 
ment opportunity laws. They are the Equal Employment Opportunity Commission 
(EEOC) and the Office of Federal Contract Compliance Programs (OFCCP). 


The Role of the EEOC 


Any charge leveled against an enterprise regarding discrimination based on race, reli- 
gion, color, sex, national origin, age, qualified disabilities, or wage disparity due to gender 
falls under the jurisdiction of the EEOC.” That is, the EEOC is the enforcement arm 
for Title VII of the 1964 Civil Rights Act, the Equal Pay Act,” the Age Discrimination in 
Employment Act, the Vocational Rehabilitation Act of 1973, the Americans with 
Disabilities Act,’ and the Civil Rights Act of 1991. The EEOC requires that charges 


Enforcing Equal Opportunity Employment 


typically be filed within 180 days of an alleged incident, and that these charges be 
written and sworn under oath. Once the charges have been filed, the EEOC may 
progress (if necessary) through a five-step process:°' 


1. The EEOC will notify the organization of the charge within ten days of its filing 
and then begin to investigate the charge to determine if the complaint is valid. The 
company may simply settle the case here, and the process stops. 

2. The EEOC will notify the organization in writing of its findings within 120 days. If 
the charge is unfounded, the EEOC’s process stops, the individual is notified of the 
outcome and informed that he or she may still file charges against the company in 
civil court (called a right-to-sue notice). The individual has ninety days on receipt 
of the right-to-sue notice to file his or her suit. 

3. If there is justification to the charge, the EEOC will attempt to correct the problem 
through informal meetings with the employer. Again, the company, recognizing 
that discrimination may have occurred, may settle the case at this point. 

4. If the informal process is unsuccessful, the EEOC will begin a formal settlement 
meeting between the individual and the organization (called a mediation meeting). 
The emphasis here is on reaching a voluntary agreement between the parties. 

5. Should Step 3 fail, the EEOC may file charges in court. 


It’s important to note that while acting as the enforcement arm of Title 
VII, the EEOC has the power to investigate claims, but it has no power to 
force organizations to cooperate. 


The EEOC prioritizes its cases to spend 
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The EEOC is staffed by five presidentially appointed commissioners more time on those that have the greatest 


and staff counsels. It is generally well known that the EEOC is quite 
understaffed in its attempt to handle more than 84,000 cases each year.’ 
And as a result, thousands of cases have been backlogged.®? Conse- 
quently, the EEOC began prioritizing cases in the mid-1990s, attempting to spend 
more time on cases that initially appear to have merit. Furthermore, its enforcement 
plans are prioritized, with cases where “alleged systematic discrimination has broad 
impact on an industry, profession, company, or geographic location” receiving the 
highest priority.* Under these new EEOC directions, it’s more important than ever for 
HRM to investigate the complaints internally, communicate openly with the EEOC 
regarding the priority level of the complaint, and evaluate selecting and testing meth- 
ods to ensure validity. 

The relief that the EEOC tries to achieve for an individual is regulated by Title VII. 
If the allegation is substantiated, the EEOC attempts to make the individual whole. 
That is, under the law, the EEOC attempts to obtain lost wages or back pay, job rein- 
statement, and other rightfully due employment factors (for example, seniority or ben- 
efits). The individual may also recover attorney fees. However, if the discrimination was 
intentional, other damages may be awarded. Under no circumstances may the enter- 
prise retaliate against an individual filing charges—whether or not the person remains 
employed by the organization. The EEOC monitors that no further adverse action 
against that individual occurs. 


Office of Federal Contract Compliance Program (OFCCP) 


In support of Executive Order 11246, the OFCCP enforces the provisions of this 
order (as amended), as well as Section 503 of the Vocational Rehabilitation Act of 
1973 and the Vietnam Veterans Readjustment Act of 1974.°° Provisions of the 
OFCCP apply to any organization, including universities that have federal contracts 
or act as a subcontractors on a federal project. The OFCCP operates within the U.S. 
Department of Labor. Similar to the EEOC, the OFCCP investigates allegations of 
discriminatory practices and follows a similar process in determining and rectifying 
wrongful actions. One notable difference is that the OFCCP has the power to cancel 


significance. 
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sexual harassment 

Anything of a sexual nature that 
creates a condition of employment, 
an employment consequence, or a 
hostile or offensive environment. 


quid pro quo harassment 
Some type of sexual behavior is ex- 
pected as a condition of employment. 


hostile environment 
harassment 

Offensive and unreasonable situa- 
tions in the workplace that interfere 
with the ability to work. 
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an enterprise’s contract with the federal government if the organization fails to com- 
ply with EEO laws.°° 


Current Issues in Employment Law 


EEO today continues to address two important issues affecting female employees. 
These are harassment in the workplace—primarily sexual in nature—and the glass-ceiling 
initiative. Let’s take a closer look at both of these. 


What Is Sexual Harassment? 


Sexual harassment is a serious issue in both public- and private-sector organizations. 
More than 13,000 complaints are filed with the EEOC each year; 15 percent of these are 
filed by males.®” The good news is that the total number of complaints filed with the 
EEOC has dropped 20 percent in the last ten years.°® Settlements in some of these cases 
incurred substantial litigation costs to the companies. It is possibly the single biggest 
financial risk facing companies today, and results in a more than 30 percent decrease in 
a company’s stock price.® At Mitsubishi, for example, the company paid out more than 
$34 million to 300 women for the rampant sexual harassment to which they were 
exposed.” But it’s more than just jury awards. Sexual harassment results in millions 
lost in absenteeism, low productivity, and turnover.’! Sexual harassment, furthermore, 
is not just a U.S. phenomenon. It’s a global issue. For instance, sexual harassment 
charges have been filed against employers in such countries as Japan, Australia, the 
Netherlands, Belgium, New Zealand, Sweden, Ireland, and Mexico.”” Discussions of 
sexual harassment cases often focus on the large court awards, but employers have 
other concerns. Sexual harassment creates an unpleasant work environment for orga- 
nization members and undermines their ability to perform their job. But just what is 
sexual harassment? 

Sexual harassment can be regarded as any unwanted activity of a sexual nature that 
affects an individual’s employment. It can occur between members of the opposite or of 
the same sex, between organization employees or employees and nonemployees.”* Much 
of the problem associated with sexual harassment is determining what constitutes this 
illegal behavior.”* In 1993, the EEOC cited three situations in which sexual harassment 
can occur. These are instances where verbal or physical conduct toward an individual: 


1. creates an intimidating, offensive, or hostile environment 
2. unreasonably interferes with an individual’s work 
3. adversely affects an employee’s employment opportunities 


Two types of sexual harassment have been established. When some type of sexual 
behavior is expected as a condition of employment, it is called quid pro quo harass- 
ment. When a working environment is offensive and unreasonably interferes with an 
employee’s ability to work, it is called hostile environment harassment. 

For many organizations, the offensive or hostile environment issue is a little harder 
to understand.” Just what constitutes such an environment? The Supreme Court rec- 
ognized in Meritor Savings Bank v. Vinson that Title VII of the Civil Rights Act could be 
used for hostile environment claims.”° This case stemmed from a situation in which 
Ms. Vinson initially refused the sexual advances of her boss. However, out of fear of 
reprisal, she ultimately conceded. According to court records, it did not stop there. 
Vinson’s boss continued to hassle Vinson, subjecting her to severe hostility, which 
affected her job.” In addition to supporting hostile environment claims, the Meritor 
case along with Faragher v. City of Boca Raton also identified employer liability, that is, in 
sexual harassment cases, an organization can be held liable for sexual harassment 
actions by its managers, employees, and even customers.” 

Although the Meritor case has implications for organizations, how do organiza- 
tional members determine if something is offensive? For instance, does sexually explicit 
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language in the office create a hostile environment? How about off-color jokes? Pic- 
tures of women totally undressed? The answer is: It could! It depends on the people in 
the organization and the environment in which they work. The point here is that we all 
must be attuned to what makes fellow employees uncomfortable—and if we don’t 
know, we should ask. Organizational success in the new millennium will in part reflect 
how sensitive each employee is toward others in the company. DuPont corporate cul- 
ture and diversity programs, for example, are designed to eliminate sexual harassment 
through awareness and respect for all individuals.” This means understanding one 
another and, most important, respecting others’ rights. Similar programs exist at 
FedEx, General Mills, and Levi-Strauss. 

If sexual harassment carries potential costs to the organization, what can a com- 
pany do to protect itself?®° (See Learning an HRM Skill, p. 82.) The courts ask two 
things: did the organization know about, or should it have known about the alleged 
behavior; and what did management do to stop it?! The judgments and awards 
against organizations today indicate even greater need for management to educate all 
employees on sexual harassment matters and have mechanisms available to monitor 
employees. Furthermore, “victims” no longer have to prove that their psychological 
well-being is seriously affected. The Supreme Court ruled in 1993 in the case of Harris 
v. Forklift Systems, Inc., that victims need not suffer substantial mental distress to merit 
a jury award. 

Furthermore, in June 1998, the Supreme Court ruled that sexual harassment may 
have occurred even if the employee had not experienced any “negative” job repercus- 
sions. In this case, Kimberly Ellerth, a marketing assistant at Burlington Industries, 
filed harassment charges against her boss because he “touched her, suggested she wear 
shorter skirts, and told her during a business trip that he could make her job ‘very hard or 
very easy.” When Ellerth refused, the harasser never “punished” her. In fact, Kimberly 
even received a promotion during the time the harassment was ongoing. The Supreme 
Court’s decision in this case indicates that “harassment is defined by the ugly behavior 
of the manager, not by what happened to the worker subsequently.” ee 

Remember that the rights of the alleged harasser must be considered too. This 
means that no action should be taken against someone until a thorough investigation 
has been conducted. Furthermore, the results of the investigation should be reviewed 
by an independent and objective individual before any action against the alleged 
harasser is taken. Even then, the harasser should have an opportunity to respond to the 
allegation and a disciplinary hearing if desired. Additionally, an avenue for appeal 
should also exist for the alleged harasser, heard by someone in a higher level of man- 
agement who is not associated with the case. 


Are Women Reaching the Top of Organizations? 


In decades past, many jobs were formally viewed as being male- or female-oriented. For 
example, positions such as a librarian, nurse, and elementary schoolteacher were con- 
sidered typical jobs for women; by contrast, police officers, truck drivers, and top man- 
agement positions were regarded as the domain of men. Historically, this attitude 
resulted in the traditional female-oriented jobs paying significantly less than the male- 
oriented positions. This differentiation led to concerns over gender-based pay systems, 
commonly referred to as the comparable worth issue. For instance, a nurse may be 
judged to have a comparable job to that of a police officer. Both must be trained, both 
are licensed to practice, both work under stressful conditions, and both must exhibit 
high levels of effort. But they are not typically paid the same; male-dominated jobs have 
traditionally been paid more than female-oriented jobs. 

Under comparable worth, estimates of the importance of each job are used in deter- 
mining and equating pay structures. The 1963 Equal Pay Act requires that workers doing 
essentially the same work must initially be paid the same wage (later wage differences 
may exist due to performance, seniority, merit systems, and the like). The act, however, is 
not directly applicable to comparable worth. Comparable worth proponents want to 
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Is what you see in the picture sexual 
harassment? Perhaps. If the employee 
believes her supervisor's action interferes 
with her work and she has asked for the 
offensive behavior to stop and it hasn't, 
then she may be experiencing sexual 
harassment. Actions like this may be part of 
the reason why more than 20 percent of all 
working women have reported instances of 
sexual harassment at work. (Source: Bruce 
Ayers/Stone/Getty Images, Inc.) 


Lilly Ledbetter sued her employer, 
Goodyear Tire & Rubber after discovering 
that she was being paid less than male 
co-workers with similar jobs. The Supreme 
Court ruled in 2007 that she needed to file 
the discrimination claim within 180 days of 
the discriminatory pay decision. The Lilly 
Ledbetter Fair Pay Act was passed in 2009, 
allowing claims to be filed within 180 days 
of each paycheck that is discriminatory. 
The photo shows Ledbetter with President 
Obama as he signs the act into law. 


comparable worth 

Equal pay for jobs similar in skills, 
responsibility, working conditions, and 
effort. 
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EEOC Reaches Out to Young Workers 


Remember your first job? The one where you 
received your first real pay that wasn’t from Mom 
and Dad? If you’re like most young workers, 
there’s a lot you probably didn’t know about the 
world of work at that point. Many young workers 
are shy about even asking how much they make 
per hour and find out only when they receive that first check. 
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(Source: Courtesy U.S. Equal Opportunity Employment Commission) 


Unfortunately youth and inexperience make young workers easy 
targets for sexual harassment and employment discrimination. 
Consider these situations: 


= A 16-year-old girl working at a Burger King franchise tried 
to complain when her 35-year-old manager made suggestive 
comments, rubbed up against her and tried to kiss her. 
The manager became mad when she complained, fired her, 
rehired her and continued the harassment. When the girl 
couldn’t find a number to report the manager to the 
franchise owner, her mother went to the restaurant and 


DID YOU KNOW? 


discussed the situation with a shift supervisor. The manager 
became angry and the girl was fired again. The courts found 
that the franchise owner made it difficult for the girl to find 
a number to report the abuse and found in favor of the 

girl. 

m Three girls including two 17-year-old high school students 
employed at a Jiffy Lube franchise complained that supervisors 
and co-workers made lewd gestures and sexually explicit 
comments. The franchise was ordered to pay $300,000 to 
the three employees.** 

= Two young men were told that Wal-Mart had no positions 
available for them because they were deaf. Five years after 
complaining to the EEOC, the young men were each awarded 
$66,250 in back pay, positions at the store, seniority from the 
time they originally applied and a sign language interpreter 
for orientation, training, and meetings. Wal-Mart was also 
ordered to pay legal fees and make many modifications to 
their hiring and training processes to accommodate people 
with disabilities.®° 


“Teens are particularly vulnerable because they are new to 
the workplace, they are impressionable and are more likely than 
not to be at the bottom rung,” says Jocelyn Samuels, vice presi- 
dent for education and employment with the National Women’s 
Law Center. “They feel less authorized to complain and they may 
not know that procedures are available to them.”°° 

The EEOC has taken up the cause of young workers’ rights 
with a Web site called “Youth At Work” at http://youth.eeoc.gov. 
The site includes information on employee rights using real 
cases and interactive self-quizzes. The EEOC is also reaching out 
to young workers with “Youth At Work” outreach events, part- 
nerships and linking with MTV at www.mtv.com. Their intent is 
to educate a new generation of workers about their rights and 
responsibilities as they approach their first job. 


take the Equal Pay Act one step further. Under such an arrangement, factors present in 
each job, for example, skills, responsibilities, working conditions, and effort, are evaluated. 
A pay structure is based solely on the presence of such factors on the job. The result is that 
dissimilar jobs equivalent in terms of skills, knowledge, and abilities are paid similarly. 
The point of the comparable worth issue revolves around the economic worth of jobs to 
employers. If jobs are similar, even though they involve different occupations, why 
shouldn’t they be paid the same? The concern here is one of pay disparities: women still 
earn less than men. While the disparity is lessening, the fact remains that despite signif- 
icant progress in affirmative action for women, many may have reached a plateau in their 
organization. That is, laws may prohibit organizations from keeping qualified women 
out of high-paying positions, but a “glass ceiling” appears to be holding them down. 
This is at the very heart of the largest class action lawsuit ever allowed by federal 
courts. Dukes v. Wal-Mart represents more than two million women who have worked at 
any of the employer’s 4,000 stores in the United States since 1998. This case alleges that 
Wal-Mart discouraged the promotion of women into managerial positions. It also 
claims that women have been paid less than men across all job categories. The lawsuit 
seeks changes in Wal-Mart’s procedures of promoting and paying women, plus more 
than $1 billion in back pay and damages. The suit is likely to take years to work through 
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the court system and will have a broad impact on the way Wal-Mart and other employ- 


ers look at compensation and promotion of women and minorities. 

The glass ceiling description reflects why women and minorities aren’t more 
widely represented at the top of today’s organizations. The glass ceiling is not, however, 
synonymous with classic discrimination. Rather, according to the Glass Ceiling Com- 


$7 glass ceiling 


The invisible barrier that blocks females 
and minorities from ascending into 
upper levels of an organization. 


mission, it indicates “institutional and psychological practices, and the limited 
advancement and mobility of men and women of diverse racial and ethnic back- 
grounds.”*® It appears that despite significant gains by minorities and women in entry 
to organizations, women hold less than 16 percent of senior management positions in 
the United States.°? Women in other parts of the world fare a little better. The percentage 
of women in senior managerial positions worldwide grew from 19 percent to 20 percent 
between 2004 to 2008. Women in the Philippines hold 50 percent of senior managerial 
positions followed by Brazil with 42 percent and Thailand with 39 percent. In Japan, only 


7 percent of top management positions are held by women.” 


To begin to correct this invisible barrier, the OFCCP is expanding its audit compli- 
ance reviews. In these reviews, the auditors look to see if government contractors do 
indeed have training and development programs operating to provide career growth to 
the affected groups. Should these be lacking, the OFCCP may take legal action to ensure 
compliance. For example, an audit of the Coca-Cola Company revealed several violations. 
Consequently, Coca-Cola, while admitting no wrongdoing, made several internal changes 
to improve the career opportunities of both women and minorities.” Beyond those orga- 
nizations covered under the OFCCP, others are implementing policies and changing their 
organizations’ cultures to enhance opportunities for women and minorities.” 


If It’s Offensive... 


Sexually explicit language. Obscene jokes. Sug- 
gestive remarks. Inappropriate touching. Sharing 
a questionable e-mail or photo. Some employees 
would find some or all behaviors on that list 
offensive. The fact that some people are offended 
by some or all of the above can place those actions squarely 
under the heading of “sexual harassment.” 

Although offering or demanding sexual favors in return 
for rewards in the workplace clearly qualifies as sexual harass- 
ment or sex discrimination, a harder-to-recognize kind of harass- 
ment is defined by the EEOC. Such conduct “has the purpose or 
effect of unreasonably interfering with another employee’s job 
performance or creating an intimidating, hostile or offensive 
work environment.” Title VII of the 1964 Civil Rights Act pro- 
hibits sexual harassment. Any behavior that may be perceived as 
harassment is prohibited. Suppose someone is told that keeping 
his or her job or receiving a raise or plum assignment depends on 
submitting to sexual advances or granting sexual favors; that’s 
sexual harassment, pure and simple. 

If it happens to you, report it immediately—to the ethics hot- 
line, to your supervisor, or to another supervisor. The reverse 
situation—offering sexual favors for a job, an assignment, or a 
raise—can also be sexual harassment. When an employee gains job 
advantages in exchange for sex, it’s discrimination against other 
employees, and that’s illegal conduct as well. Everyone loses. 

A hostile work environment is one where sexual conduct 
between coworkers is offensive to either one of them or to an 
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observer, and that may include the actions listed above. Sexual 
harassment can have negative effects on employees and on the 
company. It can lead to reduced productivity. An employee trapped 
in work areas where sexual harassment is tolerated is under stress 
and becomes less productive. Customers may gain an unfavorable 
impression of the company’s professionalism if they see harass- 
ment being tolerated. Supervisors or coworkers can report sexual 
harassment they observe, resulting in an investigation and disci- 
pline of those involved. Knowing what is and what is not acceptable 
and being sensitive to others’ feelings is extremely important. 

But what if you believe you are being harassed? A word to the 
offender might be enough. That person may be unaware of your 
sensitivity to the behavior. If that doesn’t work, report the behav- 
ior to your supervisor or another manager, to labor or employee 
relations, or to the president of the company if you have to. 

Education and training play an important role in cultivat- 
ing an environment free of harassment.” ” Managers throughout 
many companies have received training in identifying and elim- 
inating sexual harassment problems. Additional training in 
larger organizations is usually offered by human resources. 
Some people may fear that their complaints will be ignored or 
that reporting an incident will become a negative in their 
work record. Neither is the case. Companies should take all 
complaints of sexual harassment seriously and investigate each 
thoroughly and discreetly.” Both sides are considered, and dis- 
ciplinary action is often taken against proven violators, as well as 
those who make false accusations. 


Chinese laws protect workers with 
minimum wages, 40 hour work weeks, 
safety regulations, and restrictions on 
layoffs. Factories routinely get around 
these restrictions by keeping two sets of 
books that hide actual workweeks up to 
one hundred hours. (Source: Lou 
Linwel/Alamy) 
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HRM in a Global Environment 


Does HRM face the same laws globally? In other words, are the laws discussed here the 
same throughout the world? The simple answer to that question is unequivocally no. 
Unfortunately, there are not enough pages in this text to adequately cover the laws 
affecting HRM in any given country. What we can do, however, is to highlight some of 
the differences and suggest that you need to know the laws and regulations that apply 
in your locale. To illustrate how laws and regulations shape HRM practices, we can 
highlight some primary legislation that influences HRM practices in China, Canada, 
Mexico, Australia, and Germany. 

Manufacturing wages in China reportedly average sixty-four cents an hour and 
vary by region. However, that figure is based on a forty-hour week, which isn’t very com- 
mon. In fact, sixty to a hundred-hour weeks are much more common, bringing down 
the average closer to an estimated 42 cents an hour. Companies such as Wal-Mart audit 
factories they do business with to make sure they are in compliance with labor laws, but 
have found that falsification of payroll records is widespread. Chinese factories attempt 
to appear to be in compliance with required conditions by keeping two sets of books 
and thus hiding true production figures. 

This creates a challenge for factories that comply with forty-hour workweeks and 
safety regulations. Skilled workers are so eager to get longer hours that they frequently 
leave for factories that disregard the laws and give them more hours. A common com- 
plaint is that factories struggle to meet the low prices demanded by their foreign part- 
ners and are forced to skirt labor laws just to stay in business. China is sensitive to 
criticism and has enacted laws meant to protect laborers. The new Chinese Labor 
Contracts Law requires employers to offer contracts to all workers and restricts condi- 
tions for layoffs and dismissals. 

Canadian laws pertaining to HRM practices closely parallel U.S. laws. The Cana- 
dian Human Rights Act provides federal legislation that prohibits discrimination on 
the basis of race, religion, age, marital status, sex, physical or mental disability, or 
national origin throughout the country. Canada’s HRM environment, however, differs 
somewhat from that in the United States; more lawmaking is done at the provincial 
level in Canada. For example, discrimination on the basis of language is prohibited 
nowhere in Canada except Quebec. 

In Mexico, employees are more likely to be unionized than they are in the United 
States. Labor matters are governed by the Mexican Federal Labor Law. One law regarding 
hiring states that an employer has twenty-eight days to evaluate a new employee’s work 
performance. After that period, the employee is granted job security, and termination is 
quite difficult and expensive. Infractions of the Mexican Federal Labor Law are subject 
to severe penalties, including criminal action. This means that high fines and even jail 
sentences can be imposed on employers who fail to pay, for example, the minimum wage. 

Australia’s discrimination laws were not enacted until the 1980s. The laws that 
exist, however, generally apply to discrimination and affirmative action for women. 
Yet gender opportunities for women in Australia appear to lag behind those in the 
United States. In Australia, a significant proportion of the workforce is unionized. 
The higher percentage of unionized workers has placed increased importance on 
industrial relations specialists in Australia and reduced the control of line managers 
over workplace labor issues. In 1997, Australia overhauled its industrial labor rela- 

tions laws with the objective of increasing productivity and reducing 


The goal of representative participation is union power. The Workplace Relations Bill gives employers greater 


to redistribute power within an organiza- 


flexibility to negotiate directly with employees on pay, hours, and ben- 
efits. It also simplifies regulation of labor-management relations. 


tion, putting labor on a more equal footing Our final country, Germany, is similar to most Western European 
with the interests ofm anagement an d countries when it comes to HRM practices. Legislation requires companies 


stockholders. 


to practice representative participation. The goal of representative partici- 
pation is to redistribute power within the organization, putting labor on a 
more equal footing with the interests of management and stockholders. 


Summary 


The two most common forms that representative participation takes are work councils 
and board representatives. Work councils link employees with management. They are 
groups of nominated or elected employees who must be consulted when management 
makes decisions involving personnel. Board representatives are employees who sit on a 
company’s board of directors and represent the interests of the firm’s employees. 


Summary 


(This summary relates to the Learning Outcomes identified on page 56.) After having 
read this chapter you can now 


1. 


Identify the groups protected under the Civil Rights Act of 1964, Title VII. The 
Equal Employment Opportunity Act of 1972 is an important amendment to the 
Civil Rights Act of 1964, as it granted the EEOC enforcement powers to police the 
provisions of the act. The Civil Rights Act of 1964, Title VII, gives individuals pro- 
tection on the basis of race, color, religion, sex, and national origin. In addition to 
those protected under the 1964 act, amendments to the act, as well as subsequent 
legislation, give protection to the disabled, veterans, and individuals over age forty. 
In addition, state laws may supplement this list and include categories such as mar- 
ital status. 

Discuss the importance of the Equal Employment Opportunity Act of 1972. 
The Equal Employment Opportunity Act of 1972 is an important amendment to 
the Civil Rights Act of 1964 as it granted the EEOC enforcement powers to police 
the provisions of the act. 


. Describe affirmative action plans. Affirmative action plans are good-faith efforts 


by organizations to actively recruit and hire protected group members and show 
measurable results. Such plans are voluntary actions by an organization. 

Define what is meant by the terms adverse impact, adverse treatment, and 
protected group members. An adverse impact is any consequence of employment 
that results in a disparate rate of selection, promotion, or termination of protected 
group members. Adverse treatment occurs when members of a protected group 
receive different treatment than other employees. A protected group member is any 
individual who is afforded protection under discrimination laws. 


. Identify the important components of the Americans with Disabilities Act of 


1990. The Americans with Disabilities Act of 1990 provides employment protec- 
tion for individuals who have qualified disabilities. The act also requires organiza- 
tions to make reasonable accommodations to provide qualified individuals access 
to the job. 

Explain the coverage of the Family and Medical Leave Act of 1993. The Family 
and Medical Leave Act grants up to twelve weeks of unpaid leave for family or med- 
ical matters. 

Discuss how a business can protect itself from discrimination charges. A busi- 
ness can protect itself from discrimination charges first by having HRM practices 
that do not adversely affect protected groups, through supported claims of job 
relatedness, bona fide occupational qualifications, or a valid seniority system. 
Specify the HRM importance of the Griggs v. Duke Power case. Griggs v. Duke 
Power was one of the most important Supreme Court rulings that pertain to EEO. 
Based on this case, items used to screen applicants had to be related to the job. 
Additionally, post-Griggs, the burden was on the employer to prove discrimination 
did not occur. 

Define what constitutes sexual harassment in today’s organizations. Sexual 
harassment is a serious problem existing in today’s enterprises. Sexual harassment 
is defined as any verbal or physical conduct toward an individual that (1) creates an 
intimidating, offensive, or hostile environment; (2) unreasonably interferes with an 
individual’s work; or (3) adversely affects an employee’s employment opportunities. 
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11. 


. Discuss what is meant by the term glass ceiling. The glass ceiling is an invisible 


barrier existing in today’s organizations that keeps minorities and women from 
ascending to higher employment levels in the workplace. 

Identify legal issues faced when managing HR in a global environment. Inter- 
national employment law differs widely, reflecting government and culture. Laws 
and wages in China are enforced loosely and deceptive practices are widespread. 
Canadian laws are quite similar to U.S. laws. Mexican and Australian employees are 
likely to be unionized, and German employees are given more representation in 
company decisions than most countries. 


Demonstrating Comprehension 


QUESTIONS FOR REVIEW 


. What is the Civil Rights Act of 1964 and whom does it protect? 


1 
2. What are the implications of the Griggs v. Duke Power case for HRM? 
3. What is an adverse impact? How does it differ from adverse treatment? 
4. What is meant by reasonable accommodation as it pertains to the Americans with 
Disabilities Act of 1990? 
5. What is “business necessity” as it applies to equal employment opportunity? 
6. What job protection is offered to veterans? 
7. In what ways do employment laws differ in a global environment? 
8. Identify and explain how organizations can use BFOQs or seniority systems to 
defend charges of discrimination. 
9. What is sexual harassment? Identify and describe the three elements that may con- 
stitute sexual harassment. 
10. What are the arguments for a glass ceiling existing in today’s organizations? 


Key Terms 
adverse Civil Rights Act glass ceiling sexual 
(disparate) of 1866 Griggs v. Duke harassment 
impact Civil Rights Act Power Title VII 
adverse of 1964 Company Uniformed 
(disparate) Civil Rights Act hostile Services 
treatment of 1991 environment Employment 
affirmative comparable harassment and 
action worth McDonnell- Reemploy- 
Age Discrimina- Equal Douglas Corp. ment Rights 
tion in Employment v. Green Act of 1994 
Employment Opportunity Pregnancy Dis- Wards Cove 
Act (ADEA) Act crimination Packing 
Albemarle Paper (EEOA) Act of 1978 Company v. 
Company v. Equal quid pro quo Atonio 
Moody Employment harassment 
Americans with Opportunity reasonable 
Disabilities Commission accommoda- 
Act of 1990 (EEOC) tions 
bona fide Family and reverse discrimi- 
occupational Medical Leave nation 
qualification Act of 1993 seniority 
(BFOQ) 4/Sths rule systems 
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Linking Concepts to Practice DISCUSSION QUESTIONS 


1. “Affirmative action does not work. When you're hired under 
an affirmative action program, you’re automatically labeled as 
such and are rarely recognized for the value that you can bring 
to an organization.” Do you agree or disagree with the state- 
ment? Defend your position. 

2. Given that the white male is becoming a “minority” in the 
workplace, they should be afforded affirmative action protec- 
tion. Do you agree or disagree with this? Explain your rationale. 


3. “If all organizations would hire based solely on the ability 
to do the job, there would be no need for equal employment 
opportunity laws.” Do you agree or disagree? Defend your 
position. 

4. “Sexual harassment occurs between two people only. The 
company should not be held liable for the actions of a few 
wayward supervisors.” Do you agree or disagree with this 
statement? Explain. 


Developing Diagnostic and Analytical Skills 


Case Application 3-A: DIVERSITY IS THE NEW COLOR THIS YEAR 


Carla Grubb was hired at Abercrombie & Fitch for what she believed 
was a job on the sales floor. Instead, she found herself dusting, clean- 
ing windows, and vacuuming the store. “I was always doing cleaning— 
they said I was a good window washer,” said Ms. Grubb who happens 
to be black. “I should have received the same treatment as everyone 
else. It made me feel bad. No one should be judged by the color of 
their skin.”?> 

The EEOC agreed with Grubb and filed suit against Aber- 
crombie & Fitch for recruiting employees based on an image the 
company wanted to project and staffing their stores with sales 
people who were overwhelmingly white and athletic, just like 
their advertising and in-store photos. Minority applicants found 
themselves hired only to do low visibility and back-of-the-store 
jobs like stocking and cleaning up, often after retail hours. The 
company was also found to have refused to hire minority stu- 
dents with impressive work and school records. The percentage of 
minority managers at Abercrombie stores was far below industry 
averages. 


Case Application 3-B: WHEN OVERSIGHT FAILS 


What’s in a job? For most workers, jobs entail specific and routine 
work activities. These work activities generally take place on the 
employer’s premise where many different people come together to 
achieve certain goals. There should be, however, one common ele- 
ment to all work activities—whatever occurs in the office should be 
related to organizational efforts. Every once in a while, though, this 
concept evades some employers. When it does, it may be a costly 
lesson for the organization. Consider the lesson learned at Federal 
Express regarding an incident that happened in FedEx’s Middle- 
town, Pennsylvania, facility.” 

Marion Shaub worked for FedEx at its Middletown facility. 
At the time of her employment, Shaub was the only female tractor- 
trailer driver who worked for FedEx in this facility. Although 
being the only female in this often male-dominated job initially 
brought about some gentle kidding, the jokes and actions by 
fellow employees gradually turned ugly. Shaub was often subjected 


Abercrombie settled the suit to the tune of $50 million.” They 
didn’t admit any guilt, but did agree to do a better job of hiring and 
promoting minorities and depicting more minorities in their adver- 
tisements and catalogs. 


Questions: 


1. Suggest several ways that Abercrombie & Fitch can increase 
their number of minority employees to an appropriate level. 

2. Can employers maintain a certain “look” or “image” to their 
retail sales force and not violate EEOC regulations? Explain 
with examples. 

3. Take a look at the Abercrombie & Fitch Web site (www. 
abercrombie.com) or visit an Abercrombie & Fitch store. 
What evidence do you see that they are making progress 
toward their diversity goals? 

4. Are there other employers that you would suggest could make 
a better effort at diversity? Can their lack of diversity be justi- 
fied with Bona Fide Occupational Qualifications (BFOQ)? 


to anti-female comments and questioned as to why she wanted to 
work a man’s job. Shaub tried to ignore the comments directed 
toward her, but they became more pronounced and mean-spirited. 
Although she was attempting to do her job to the best of her 
abilities, the comments got nastier. She eventually saw them as 
threats against her. And that’s where, in Shaub’s mind, the line 
had been crossed. 

Shaub reported to her supervisor that the “guys” were creating 
a threatening work environment for her. She had hoped that her 
male supervisor would speak to fellow employees and have such 
abuse stopped. But it didn’t work out that way. Instead, after filing 
her complaint, Shaub was subjected to even more abuse, this time 
including the sabotage of the brakes of her truck. Moreover, as a 
general rule, when a package is over a certain weight, two FedEx 
employees are expected to handle the carton. When Shaub had such 
a package, she found that no one would help her. 
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To Shaub’s dismay, FedEx officials in the Middletown facility 
did nothing to stop the harassment. Her complaints and requests for 
help fell on deaf ears. Finally, in desperation, she filed a suit against 
FedEx for sex discrimination and retaliation. 

Under federal discrimination laws, it’s the employer’s responsi- 
bility to ensure that the workplace is safe and free from any form of 
discrimination. Regardless of employees’ background, gender, age, 
and the like, individuals are not to be treated differently. But when 
discrimination occurs and management does little or nothing about 
it, the organization can be held liable. 

For FedEx, Shaub’s experiences proved a painful lesson. After 
conducting an investigation and finding her accusations to be fac- 
tual, the EEOC awarded Shaub more than $3 million. This included 


monies for her lost wages, for the pain and suffering she endured, 
and $2.5 million in punitive damages as punishment because FedEx 
didn’t protect her civil rights as an employee. 


Questions: 


1. Where do you believe HR failed Marion Shaub in this case? 
Explain. 

2. What do you believe FedEx must do differently to ensure that 
such an event does not occur again? 

3. What effect on (a) corporate image and (b) attracting female 
employees to the organization do you believe this case has had 
on FedEx? Describe. 


Working with a Team WHAT'S YOUR PERCEPTION? 


Could these situations demonstrate sexual harassment or prohibitive 
behaviors? Answer true or false to each question. Make whatever 
assumptions you need to make to form your opinion. Form into 
groups of three or four students and discuss each of your responses. 
Where differences exist, come to some consensus on the situation. Sug: 
gested responses are in the Endnotes section in the back of this book. s 


1. A female supervisor frequently praises the work of a highly 
competent male employee. 

2. A male employee prominently posts a centerfold from a female 
pornographic magazine. 

3. A female employee voluntarily accepts a date with her male 
supervisor. 

4. A male employee is given favored work assignments in exchange 
for arranging dates for his boss. 

5. Male employees put rubber snakes, spiders, and mice in the 
lunch box of a female co-worker because she screams when 
she is surprised by them. Male co-workers do not receive the 
same kind of teasing. 


Learning an HRM Skill 


6. A client pressures a female salesperson for dates and sexual 
favors in exchange for a large purchase. 

7. A female requests that her male assistant stay in her hotel 
room to save on expenses while out of town at a conference 
and holds acceptance as a job condition for continued 
employment. 

8. A male has asked two female co-workers to stop embarrassing 
him by telling jokes of a sexual nature and sharing their sexual 
fantasies, but they continue, telling him a “real man wouldn’t 
be embarrassed.” 

9. Although he has shared with his co-worker that rubbing 
his shoulders and arms, calling him “Babe” in front of his 
co-workers, and pinching him is offensive, she continues to 
touch him in a way that makes him feel uncomfortable. 

10. Al tells Marge an offensive joke, but when Marge says “Al, I 
don’t appreciate your nasty jokes,” Al responds, “I’m sorry, 
Marge, you're right, I shouldn’t have told that one at work.” 


INVESTIGATING A HARASSMENT COMPLAINT 


About the skill: Harassment, sexual or otherwise, is a major issue 
for today’s organizations. Given the rulings at all court levels, orga- 
nizations can and should limit their liability. Below are nine recom- 
mended steps. 


1. Issue a sexual harassment policy describing what constitutes 
harassment and what is inappropriate behavior. Just stating 
that harassment is unacceptable at your organization is not 
enough. This policy must identify specific unacceptable 
behaviors. The more explicit these identifications, the less 
chance of misinterpretation later on. 

2. Institute a procedure (or link to an existing one) to investigate 
harassment charges. Employees, as well as the courts, need to 
understand what avenue is available for an employee to levy a 
complaint. This, too, should be clearly stated in the policy and 
widely disseminated to employees. 

3. Inform all employees of the sexual harassment policy. Educate 
employees (via training) about the policy and how it will be 
enforced. Don’t assume that the policy will convey the infor- 
mation simply because it is a policy. It must be effectively 


communicated to all employees. Some training may be required 
to help in this understanding. 

4. Train management personnel in how to deal with harassment 
charges and in what responsibility they have to the individual 
and the organization. Poor supervisory practices in this area 
can expose the company to tremendous liability. Managers 
must be trained in how to recognize signs of harassment and 
where to go to help the victim. Because of the magnitude of 
the issue, a manager’s performance evaluation should reinforce 
this competency. 

5. Investigate all harassment charges immediately. All means all— 
even those that you suspect are invalid. You must give each 
charge of harassment your attention and investigate it by 
searching for clues, witnesses, and so on. Investigating the 
charge is also consistent with our societal view of justice. 
Remember, the alleged harasser also has rights. These, too, 
must be protected by giving the individual the opportunity to 
respond. You may also have an objective party review the data 
before implementing your decision. 


Enhancing Your Communication Skills 


6. 


Enhancing Your Communication Skills 


Take corrective action as necessary. Discipline the harassers 
and “make whole” the harassed individual. If the charge can 
be substantiated, you must take corrective action, up to dis- 
missing the harasser(s). If the punishment does not fit the 
crime, you may be reinforcing or condoning the behavior. The 
harassed individual should also be given whatever was taken 
away. For example, if the sexual behavior led to an individual’s 
resignation, making the person whole would mean reinstate- 
ment, with full back pay and benefits. 

Continue to follow up on the matter to ensure that no further 
harassment occurs or that retaliation does not occur. One concern 
individuals have in coming forward with sexual harassment 
charges is the possibility of retaliation against them—especially 
if the harasser has been disciplined. Continue to observe what 
affects these individuals through follow-up conversations 
with them. 


8. 
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Periodically review turnover records to determine if a potential 
problem may be arising. This may be EEO audits, exit inter- 
views, and the like. A wealth of information at your disposal 
may offer indications of problems. For example, if only minori- 
ties are resigning in a particular department, that may indicate 
that a serious problem exists. Pay attention to your regular 
reports and search for trends that may be indicated. 

Don’t forget to privately recognize individuals who bring these 
matters forward. Without their courageous effort, the organi- 
zation might have been faced with tremendous liability. 
These individuals took a risk in coming forward. You should 
show your appreciation for that risk. Besides, if others know 
that such risk is worthwhile, they may feel more comfortable 
in coming to you when any type of problem exists. 


1. 


Several Supreme Court cases relating to sexual harassment 
were decided in the early 2000s. Visit the Supreme Court’s 
Web site (www.supremecourtus.gov) and research these cases. 
Then provide a three- to five-page write-up regarding the 
implications these cases had for same-sex harassment, respon- 
sibilities of management in sexual harassment matters, and 
the determination of harassment even when an implied threat 
is not carried out. 

Contact your local EEO office (may be called Human Rights 
Commission or Fair Employment Practice Agencies). Deter- 


3. 


mine what equal employment opportunity laws exist in your 
state that go beyond those required under federal law. Provide 
a two- to three-page write-up of your findings. 

Visit your college’s EEO/Affirmative Action officer. Find out 
what specific EEO requirements on your campus affect students, 
faculty, and staff in matters such as recruiting, promotion, 
sexual harassment, and so on. Provide a two- to three-page 
write-up of your findings. 
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Chapter 4 


Employee Rights 
and Discipline 


Learning Outcomes 


After reading this chapter, you will be able to 


1 


2 
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Explain the intent of the Privacy Act of 1974, the Drug-Free Workplace Act of 
1988, and the Polygraph Protection Act of 1988 and their effects on HRM. 


Describe the provisions of the Worker Adjustment and Retraining Notification Act 
of 1988. 


Identify the pros and cons of employee drug testing. 
Discuss the benefits of using honesty tests in hiring. 
Explain legal and ethical issues involved in monitoring employees. 


Discuss the implications of the employment-at-will doctrine and identify the five 
exceptions to it. 


Define discipline and the contingency factors that determine the severity of 
discipline. 


Describe the general guidelines for administering discipline. 


Explain the elements of the Hot Stove Rule and their application to discipline 
in the workplace. 


Identify important procedures to follow when firing an employee. 


ow many times have you 

called a customer service 

number and heard “this call 
may be recorded for quality assurance”? 
Have you ever wondered if those con- 
versations really are recorded? What 
if the conversation was not business 
related, could the organization listen 
in on that call too? How far can a man- 
ager or business owner go when moni- 
toring the behavior of employees? Can 
they listen to employee phone conver- 
sations? Under what circumstances? 
What if the manager suspected an 
employee was spreading rumors, saying 
something uncomplimentary about 
the manager, or disclosing confidential 
information to a competitor? Does that 
make a difference? 

A few years ago, Wayne Cady was 
fired from his position of vice president 
of sales at IMC Mortgage when the 
president of the company, Harry Struck, 
overheard Cady use “salty language” to 
describe him to a colleague during a 
phone call. Following the conversation, 
Struck gave Cady an extremely poor 
performance evaluation and required 
him to meet several specific perfor- 
mance conditions or be fired. Cady was 
unable to meet those qualifications and 
was fired two months later. Cady felt 
the firing was wrong, and sued Struck. 

During trial testimony, Struck 
admitted that the phone system 
allowed him to secretly listen to 
employee conversations and he had 
listened to several of Cady’s. Other 
employees then related that they sus- 
pected Struck of listening to their 
personal conversations. One employee 
explained that after discussing a 
personal matter on the phone with 
someone outside the company, Struck 


was able to repeat some of the conver- 
sation verbatim.’ 

The court held that although 
Struck had some right to monitor 
employee conversations, he went too 
far in listening to conversations that 
were not related to the business. Two 
fundamental requirements must be 
met for employers to legally listen in 
on employee phone conversations. The 
monitoring must be done as part of 
the ordinary course of the business, 
and management must notify the 
parties or obtain their consent.” This 
means that an employer can listen to a 
conversation only long enough to 
determine if it is personal or related to 
business.” If personal, the employer 
must stop listening. If business 
related, the employer may listen and 
possibly use the conversation in a dis- 
ciplinary action. For example, suppose 
an employer hears his employee offering 


(Source: iStockphoto) 


to divulge privileged product informa- 
tion to a competitor. 

The safest thing for employers to 
do is to notify all employees that the 
workplace doesn’t provide much 
privacy. Phone conversations, e-mail, 
voicemail, Internet use, and even 
employee movement throughout the 
place of business are all pretty much fair 
game. The employee handbook would 
be a great place for that notification. 
Employers may also ask new employees 
to sign a statement that they under- 
stand the monitoring policy. Some 
states have additional laws about the 
privacy of phone conversations, but 
employees should understand that the 
best way to protect private conversa- 
tions is to use their own cell phones 
when they’re on break. Now that you 
know how much you can monitor, will 
you do it? How much? Your answer may 


be recorded for quality assurance... 
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Privacy Act of 1974 

Requires federal government agencies 
to make information in an individual's 
personnel file available to him or her. 
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Introduction 


Employee rights such as privacy have become one of the more important issues for 
human resource management. Individuals are guaranteed certain rights based on 
amendments to the U.S. Constitution. For instance, the Fourth Amendment pro- 
hibits illegal searches and seizures by the government or its agents. However, this 
does not exclude those outside the government, such as businesses, from such an 
activity. Are employers all-powerful in this arena? No! In fact, in more situations— 
such as terminating an employee or maintaining health files on employees for insur- 
ance purposes—such organizational practices may be more constrained. Conse- 
quently, various laws and Supreme Court rulings continue to establish guidelines 
for employers dealing with employee privacy and other matters. Let’s turn to these 
laws. 


Employee Rights Legislation 
and the HRM Implications 


Over the past few decades, federal laws have given specific protection to employees. 
These laws include the Privacy Act of 1974, the Drug-Free Workplace Act of 1988, the 
Employee Polygraph Protection Act of 1988, and the Worker Adjustment and Retrain- 
ing Notification Act of 1988. Let’s briefly explore each of these. 


The Privacy Act of 1974 


When an organization begins the hiring process, it typically establishes a personnel 
file for that person. The file is maintained throughout a person’s employment. Any 
pertinent information, such as the completed application, letters of recommenda- 
tion, performance evaluations, or disciplinary warnings, is kept in the file. Origi- 
nally, the contents of these files often were known only to those who had access to 
them—usually managers and HRM personnel. The Privacy Act of 1974 sought to 
change that imbalance of information. This act, applicable only to federal govern- 
ment agencies, requires that an employee’s personnel file be open for inspection.* 
This means that employees are permitted to review their files periodically to ensure 
that the information contained within is accurate. The Privacy Act also gives these 
federal employees the right to review letters of recommendation written on their 
behalf. 

Even though this act applies solely to federal workers, it provided impetus for 
state legislatures to pass similar laws governing employees of state- and private-sector 
enterprises. This legislation is often more comprehensive and includes protection 
regarding how employers disseminate information on past and current employees. 
For HRM, a key question is how employees should be given access to their files. 
Although the information contained within rightfully may be open for inspection, 
certain restrictions must be addressed. First, any information the employee has 
waived his or her right to review must be kept separate. For instance, job applicants 
often waive their right to see letters of recommendation written for them with the 
intent that the person writing the letter will be more objective. When that happens, 
human resources is not obligated to make that information available to the 
employee. Second, an employee can’t simply demand to immediately see his or her 
file; there is typically a twenty-four-hour turnaround time. Consequently, organizations 
frequently establish special review procedures. For example, whether the employee 
can review the file alone or only in the presence of an HRM representative is up to 
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each organization. In either case, personnel files generally are not permitted to leave 
the HRM area. And although an individual may take notes about the file’s contents, 
copying the file often is not permitted. 

The increasing use of computers in HRM has complicated the issue of file reviews. 
Because much of this information is now stored in computerized employee data sys- 
tems, access has been further constrained. Although human resource information 
systems are on secure computer systems, appropriate access to this information 
should not be any different from a paper file; employees still have a right to see the 
information about themselves, regardless of where it is kept. Gaining entry into com- 
puterized information, however, can be a more time-consuming 
process. Many times, such access requires certain security clearances to 
special screens—clearance not available to everyone. However, as tech- 
nology continues to improve, HRM will be better able to implement 
procedures to give employees access, while simultaneously protecting 
the integrity of the system. 


The Fair Credit Reporting Act of 1971 


Companies are also being held accountable to the Fair Credit Reporting Act of 1971, 
an extension to the Privacy Act. In many organizations, the employment process 
includes a credit check on the applicant. The purpose of such checks is to obtain 
information about the individual’s “character, general reputation,” and various other 
personal characteristics. Typically, companies can obtain this information by two 
approaches. The first is through a credit reporting agency, similar to the process in a 
loan application. In this instance, the employer is required to notify the individual that 
a credit report is being obtained. However, if an applicant is rejected based on informa- 
tion in the report, the individual must be provided a copy of the credit report, as well as 
a means for appealing the accuracy of the findings. The second type of credit report is 
obtained through a third-party investigation. Under this arrangement, not only is the 
individual’s credit checked, but people known to the applicant are interviewed regard- 
ing the applicant’s lifestyle, spending habits, and character. For an organization to use 
this type of approach, the applicant must be informed of the process in writing and, as 
with the credit report, must be notified of the report’s details if the information is used 
to negatively affect an employment decision. Keep in mind, however, that how the 
information is used must be job relevant. If, for example, an organization denies 
employment to an individual who once filed for bankruptcy, and this information has 
no bearing on the individual’s ability to do the job, the organization may be opening 
itself up to a challenge in the courts. 


The Drug-Free Workplace Act of 1988 


The Drug-Free Workplace Act of 1988 was passed to help keep the problem of sub- 
stance abuse from entering the workplace. Under the act, government agencies, federal 
contractors, and those receiving federal funds ($25,000 or more) are required to actively 
pursue a drug-free environment. In addition, the act requires employees who hold cer- 
tain jobs in companies regulated by the Department of Transportation (DOT) and the 
Nuclear Regulatory Commission to be subjected to drug tests. For example, long-haul 
truck drivers, regulated by the DOT, are required to take drug tests. 

Other stipulations address organizations covered under this act. For example, the 
enterprise must establish its drug-free work environment policy and disseminate it to 
its employees. This policy must spell out employee expectations in terms of being 
substance free and infraction penalties. In addition, the organization must provide 
substance-abuse awareness programs to its employees. 


87 


Credit report information used in 


employment decisions must be job relevant. 


Fair Credit Reporting Act of 
1971 

Requires an employer to notify job 
candidates of its intent to check into 
their credit. 


Drug-Free Workplace Act of 
1988 

Requires specific government-related 
groups to ensure that their workplace 
is drug free. 
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Can an organization use a polygraph in its 
HRM activities? Generally speaking, no. 
However, under certain circumstances 
(such as assisting in resolving an employee 
theft when a chief suspect has been 
identified) and for certain jobs (such as 
those involving security), they can and do. 
(Source: Tek Image/Photo Researchers, Inc.) 


Polygraph Protection Act 

of 1988 

Prohibits the use of lie detectors in 
screening all job applicants. 


Worker Adjustment and 
Retraining Notification 
(WARN) Act of 1988 

Specifies for employers’ notification 
requirements when closing down a 
plant or laying off large numbers of 
workers. 
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No doubt this act has created difficulties for organizations. To comply with the act, 
they must obtain information about their employees. The whole issue of drug testing in 
today’s companies is a major one, and we'll come back to its applications later in this 
chapter. 


The Polygraph Protection Act of 1988 


As a criminal investigation analyst applicant for the Federal Bureau of Investigation 
(FBI), you are asked to submit to a polygraph test as a condition of employment. 
Unsure of what will transpire, you agree to be tested. During the examination, you are 
asked if you have ever used the drug Ecstasy. You respond that you never have, but the 
polygraph records that you are not telling the truth. Because suspicion of illegal sub- 
stance use is grounds for disqualification from the job, you are removed from consid- 
eration. Can this organization use the polygraph information against you? If the job 
involves security operations, it can! 

The Polygraph Protection Act of 1988 prohibits employers in the private sector 
from using polygraph tests (often referred to as lie-detector tests) in all employment 
decisions.° Based on the law, companies may no longer use these tests to screen all job 
applicants.° The act was passed because polygraphs were used inappropriately. In 
general, polygraph tests have been found to have little job-related value, which makes 
their effectiveness questionable.’ However, the Employee Polygraph Protection Act 
did not eliminate their use in organizations altogether. The law permits their use, for 
example, when theft occurs in the organization, but this process is regulated, too. The 
polygraph cannot be used in a “witch hunt.” For example, the Employee Polygraph 
Protection Act prohibits employers with a theft in the organization from testing all 
employees in an attempt to determine the guilty party. However, if an investigation 
into the theft points to a particular employee, then the employer can ask that 
employee to submit to a polygraph. Even in this case, however, the employee has the 
right to refuse to take a polygraph test without fear of retaliation from the employer. 
And in cases in which one does submit to the test, the employee must receive, in 
advance, a list of questions that will be asked. Furthermore, the employee has the 
right to challenge the results if he or she believes the test was inappropriately admin- 
istered. Exhibit 4-1 contains the Department of Labor’s Notice of Polygraph Testing 
explaining employee rights. 


The Worker Adjustment and Retraining 
Notification Act of 1988 


During their restructuring and eventual sale to Whirlpool, Maytag closed a factory in 
Galesburg Illinois, putting 1,600 employees out of work and closed the original Maytag 
facility in Newton, Iowa, idling another 2,600 employees.® These small communities 
would have been economically devastated if they were not given advance notice of the 
closings and loss of jobs. The Worker Adjustment and Retraining Notification 
(WARN) Act of 1988,” sometimes called the Plant Closing Bill, places specific require- 
ments on employers considering significant changes in staffing levels. 

Under WARN, an organization employing one hundred or more individuals must 
notify workers sixty days in advance if it is going to close its facility or lay off fifty or 
more individuals.'° The state officials with responsibility for displaced workers and 
local elected officials also must be notified. Should a company fail to provide this 
advance notice, the penalty is to pay employees a sum of money equal to salary and 
benefits for each day notification was not given (up to sixty days).'' However, the law 
does recognize that under certain circumstances, advance notice may be impossible. 
Assume, for example, a company is having financial difficulties and is seeking to raise 
money to keep the organization afloat. If they fail and subsequently file for bank- 
ruptcy, WARN would not apply. 
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U.S. DEPARTMENT OF LABOR 


EMPLOYMENT STANDARDS ADMINISTRATION 


Wage and Hour Division 
Washington, D.C. 20210 


NOTICE 


EMPLOYEE POLYGRAPH 
PROTECTION ACT 


The Employee Polygraph Protection Act prohibits most private employers from using lie detector 
tests either for pre-employment screening or during the course of employment. 


PROHIBITIONS 


Employers are generally prohibited from requiring or requesting any employee or job applicant to 
take a lie detector test, and from discharging, disciplining, or discriminating against an employee or 
prospective employee for refusing to take a test or for exercising other rights under the Act. 


EXEMPTIONS* 


Federal, State and local governments are not affected by the law. Also, the law does not apply to 
tests given by the Federal Government to certain private individuals engaged in national security- 
related activities. 


The Act permits polygraph (a kind of lie detector) tests to be administered in the private sector, 
subject to restrictions, to certain prospective employees of security service firms (armored car, 
alarm, and guard), and of pharmaceutical manufacturers, distributors and dispensers. 


The Act also permits polygraph testing, subject to restrictions, of certain employees of private firms 
who are reasonably suspected of involvement in a workplace incident (theft, embezzlement, etc.) 
that resulted in economic loss to the employer. 


EXAMINEE RIGHTS 


Where polygraph tests are permitted, they are subject to numerous strict standards concerning the 
conduct and length of the test. Examinees have a number of specific rights, including the right to a 
written notice before testing, the right to refuse or discontinue a test, and the right not to have test 

results disclosed to unauthorized persons. 


ENFORCEMENT 


The Secretary of Labor may bring court actions to restrain violations and assess civil penalties up 
to $10,000 against violators. Employees or job applicants may also bring their own court actions. 


ADDITIONAL INFORMATION 


Additional information may be obtained, and complaints of violations may be filed, at local offices of 
the Wage and Hour Division. To locate your nearest Wage-Hour office, telephone our toll-free 
information and help line at 1 - 866 - 4USWAGE (1 - 866 - 487 - 9243). A customer service 
representative is available to assist you with referral information from 8am to 5 pm in your time zone; 


or if you have access to the internet, you may log onto our Home page at www.wagehour.dol.gov. 


THE LAW REQUIRES EMPLOYERS TO DISPLAY THIS POSTER WHERE EMPLOYEES AND JOB 
APPLICANTS CAN READILY SEE IT. 


*The law does not preempt any provision of any State or local law or any collective bargaining agreement which 
is more restrictive with respect to lie detector tests. 


U.S. DEPARTMENT OF LABOR 


EMPLOYMENT STANDARDS ADMINISTRATION WH Publication 1462 
Wage and Hour Division 
Washington, D.C. 20210 June 2003 


Plant closings, similar to the employee rights issues raised previously, continue to 
pose problems for human resource management. These laws have created specific 
guidelines for organizations to follow. None precludes the enterprise from doing 
what is necessary. Rather, the laws exist to ensure that whatever action the organiza- 
tion takes, it also protects employee rights. A summary of these laws is presented in 
Exhibit 4-2. 
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Exhibit 4-1 
Employee Polygraph Protection 
Act Notification 


The U.S. Department of Labor provides 
employers with free posters to inform 
employees of their rights. Employers may 
download this poster and many others 
at www.dol.gov. 
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Exhibit 4-2 

Summary of Laws Affecting 
Employee Rights 

Employees are entitled to their privacy 
and to information about employer 
actions such as accessing credit informa- 
tion, drug testing, or large layoffs. 


drug testing 

The process of testing applicants/ 
employees to determine if they are 
using illicit substances. 
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Law Effect 


Fair Credit Reporting Act Requires employers to notify individuals that 
credit information is being gathered and may be 
used in the employment decision. 


Privacy Act Requires government agencies to make informa- 
tion in an employee's personnel files available to 
him or her. 

Drug-Free Workplace Act Requires government agencies, federal contrac- 


tors, and those who receive government monies 
to take steps to ensure that their workplace is 
drug free. 


Employee Polygraph Protection Act Prohibits the use of lie-detector tests in screening 
all job applicants. Permits their use under certain 
circumstances. 

Worker Adjustment and Retraining Requires employers with one hundred or more 

Notification Act employees contemplating closing a facility or laying 
off fifty or more employees to give sixty days’ 
notice of the pending action. 


Current Issues Regarding Employee Rights 


Recently, emphasis has been placed on curtailing specific employer practices, as well as 
addressing what employees may rightfully expect from their organizations. These basic 
issues are drug testing, honesty tests, employee monitoring and workplace security, and 
workplace romance. 


Drug Testing 


Previously in our discussion of the Drug-Free Workplace Act, we mentioned the legisla- 
tion is applicable to certain organizations. However, the severity of substance abuse in 
organizations has prompted many organizations not covered by this 1988 act to volun- 
tarily begin drug testing. Why? It is estimated that a sizable percentage of the U.S. 
workforce may be abusing some substance, such as drugs or alcohol.’? Moreover, 
nearly half of all on-the-job injuries and work-related deaths are attributed to substance 
abuse. And if that weren’t enough, it is estimated that employee substance abuse costs 
U.S. companies more than $100 billion annually in increased health-care costs, lost 
productivity, and workplace accidents. "? Making this matter worse are the companies 
found on the Internet offering “drug-free” urine or other products such as shampoo 
“guaranteed” to help one pass a drug test." 

As a result of the numbers, many private employers began to implement programs 
to curb substance-related problems in their organizations." For instance, Home Depot 
and Motorola test all current employees as well as job applicants. In fact, walk into any 
Home Depot and you'll see prominently displayed at the entrance a sign that says some- 
thing to the effect that “The employees of this store are drug free. Applicants who can- 
not pass a drug screening test should not apply.” Drug testing is designed to identify 
the abusers, either to help them overcome their problem (current employees) or avoid 
hiring them in the first place (applicants). In this arena, many issues arise. For example, 
what happens if an individual refuses to take the drug test? What happens if the test is 
positive? Let’s look at some possible answers. 

A major concern for opponents of drug testing is how the process works and how 
the information will be used. Drug testing in today’s organizations should be con- 
ducted to eliminate illegal substance use in the workplace, not to catch those using 
them. For instance, drug testing may make better sense when there is a reason to suspect 
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substance abuse or after a work-related accident. Although many might say that the 
same outcome is achieved, it’s the process, and how employees view the process, that 
matters. In some organizations, individuals who refuse the drug test may be terminated 
immediately. Although this treatment appears harsh, the ill effect of employing a sub- 
stance abuser is perceived as too great. But what if that person took the drug test and 
failed it? Many organizations place these individuals into a rehabilitation program with 
the intent to help them. However, if they don’t accept the help, or later fail another test, 
they can be terminated. 

Applicants, on the other hand, present a different story. If an applicant tests posi- 
tive for substance abuse, that applicant generally drops from consideration. The com- 
pany’s liability begins and ends there—they are not required to offer those applicants 
any help. But that needn’t imply that applicants can’t “straighten out” and try again. It 
is recommended that employers conduct applicant drug testing only after a conditional 
job offer is made. That is, the job offer is contingent on the applicant passing a drug 
test. Why require a drug test at this stage? To properly administer the test requires 
information about one’s health and medication record. Posing such questions before 
making a conditional offer may violate the Americans with Disabilities Act. 

From all indications, drug testing can lessen the effects of drugs and alcohol on 
job-related activities: lower productivity, higher absenteeism, and job-related acci- 
dents.'° (See Did You Know?) Nonetheless, until individuals believe that the tests are 
administered properly and employees’ dignity is respected, criticism of drug testing is 
likely to continue. Many results may be false—that is, attributed to legitimate medica- 
tion, the food one eats, or an improperly handled specimen.” To help with this con- 
cern, companies are moving toward more precise tests—ones that involve no body fluids 
and some that involve computers." 

As we move forward in drug-testing methodologies, the process should continue to 
improve. However, we must not forget individuals’ rights—especially to privacy. Most 
employees recognize why companies must drug test but expect to be treated humanely 
in the process; they also want safeguards built into the process to challenge false tests. 
And if a problem appears, many may want help, not punishment. Organizations can 
take several steps to create this positive atmosphere, and this is where HRM comes into 
play. HRM must issue its policies on substance abuse and communicate them to every 
employee. The policies must state what is prohibited, under what conditions an indi- 
vidual will be tested, consequences of failing the test, and how testing will be handled. 
Making clear what is expected, as well as what the company intends to do, can reduce 
the emotional aspect of this process. Where such policies exist, questions of legality and 
employee privacy issues are reduced. 


Why Organizations Conduct Drug Tests 


Over two-thirds of all U.S. organizations use Utilizing tests that are administered using urine, blood, or 
some form of drug testing—either as a preemploy- hair samples, organizations most commonly look for such sub- 
ment requirement, a random testing of current stances as marijuana, alcohol, amphetamines, cocaine, opiates 
employees, or a required test after a workplace such as heroin, and phencyclidine (PCP). Depending on the 
accident has happened. Why are companies likely situation, organizations may also test for such substances as 
to do this? Consider the following statistics. Sub- Valium, Ecstasy, LSD, and certain inhalants. 


stance abusers are: 


Source: K. Blumberg, “Critical Components of Workplace Drug Testing,” 
SHRM White paper (July 2004), available online at www.shrm.org/hrre- 
sources/whitepapers_published/CMS_009212.asp. 


m 10 times more likely to miss work 

m S times more likely to file a workers’ compensation claim 

m 3.6 times more likely to be involved in a work-related accident 
m 33 percent less productive than nonusers 

= costing U.S. corporations nearly $100 billion annually 
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honesty test 
A specialized question-and-answer test 
designed to assess one’s honesty. 


Honesty tests typically focus on two areas: 


theft and substance abuse. 


whistle-blowing 

A situation in which an employee 
notifies authorities of wrongdoing in 
an organization. 
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Honesty Tests 


How would you respond to the question: How often do you tell the truth? Would 
your answer be, “All the time”? What if the potential employer responded, “Sorry, we 
can’t hire you because everyone has stretched the truth at some point in their lives. So 
you must be lying, and therefore are not the honest employee we desire.” What if you 
answered, “Most of the time” The employer might reply? “Sorry again! We can’t 
afford to hire someone who may not have the highest ethical standards.” Sound like a 
catch-22? Welcome to the world of honesty tests (sometimes referred to as integrity 
tests). Although polygraph testing has been significantly curtailed in the hiring 
process, employers have found another mechanism that supposedly provides similar 
information. 

These integrity tests mostly entice applicants to provide information about them- 
selves that otherwise would be hard to obtain. They tend to focus on two particular 
areas, theft and drug use, but are not simply indicators of what has happened; typically, 
they assess an applicant’s past dishonest behavior and that individual’s attitude toward 
dishonesty. One would anticipate that applicants would tailor their answers to these 
questions to avoid “being caught,” or would even lie; however, research findings suggest 
otherwise. That is, individuals frequently perceive that being dishonest may be okay as 
long as you are truthful about your dishonesty. As such, applicants may discuss ques- 
tions in such a way that the tests do reveal the information intended. These tests fre- 
quently are designed with multiple questions covering similar topic areas, to assess 
consistency. If consistency in response is lacking, the test may indicate that an individual 
is being dishonest.!? 

The effectiveness of these tests, coupled with their costs, which are lower than other 
types of investigations, has prompted companies to use them in their selection process. 
In fact, an estimated several thousand organizations are using some variation of hon- 
esty tests to screen applicants, testing several million individuals each year.”° Surpris- 
ingly, however, companies using these tests seldom reveal that they do. The large use of 
these tests has provoked questions about their validity and their potential for adverse 
impact. Research into the effectiveness of honesty testing to date is promising. 
Although instances have been recorded indicating that individuals have been wrongly 
misclassified as dishonest, other studies have indicated that they do not 
create an adverse impact against protected group members.”! Based on 
the evidence, our conclusion is that these tests may be useful for provid- 
ing more information about applicants but should not be used as the 
sole criterion in the hiring decision. 


Whistle-Blowing 


Over the past few years, more emphasis has been placed on companies being good cor- 
porate citizens. Incidents like those that occurred at Enron, and more recently Lehman 
Brothers, AIG, and Madoff Securities have fueled interest in the area. One aspect of 
being responsible to the community at large is permitting employees to challenge man- 
agement’s practice without fear of retaliation. This challenge is often referred to as 
whistle-blowing. 

Whistle-blowing occurs when an employee reports the organization to an outside 
agency for what the employee believes is an illegal or unethical practice. In the past, 
these employees were often subjected to severe punishment for doing what they 
believed was right.” 

Employees of most private employers lack federal whistleblower protection, but 
may be protected under individual state statutes. The federal government protects 
employees who report violations under the Sarbanes-Oxley Act, the Consumer Product 
Safety Act, Occupational Safety and Health Act, and many other federally regulated 
activities. The extent of state laws and how much protection they afford differ greatly. 
Many firms have voluntarily adopted policies to permit employees to identify problem 
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areas. The thrust of these policies is to have an established procedure whereby employ- 
ees can safely raise concerns and the company can take corrective action. 

It is also important to note that passage of the Sarbanes-Oxley Act (see Chapter 2) 
gave employees protection for whistle-blowing activities if they perceive company 
wrongdoing. So long as the employee reasonably believes that some inappropriate or 
fraudulent activities exist in the organization, they are protected from employer retali- 
ation. This is true whether the allegation is correct or not.” 


Employee Monitoring and Workplace Security 


Technology has revolutionized the way we work. It has allowed us to be more produc- 
tive; to work smarter, not harder; and to bring about efficiencies in organizations 
impossible two decades ago. It has also provided a means of employee monitoring— 
what some would call spying on employees!?4 

Workplace security has become a critical issue for employers. Workplace security 
focuses on protecting the employer’s property, inventory, data, and productivity.” 
Employee theft, excessive time spent surfing the Internet, revealing trade secrets to 
competition, online gambling, viewing online pornography, sending offensive or 
harassing e-mail, or using the company’s customer database for personal gain could 
damage the company. But how far can this protection extend? Shouldn’t we consider 
employees’ rights, too? Yes, but how do we create that balance?”° 

Consider the following cases: 


employee monitoring 

An activity whereby the company 
keeps informed of its employees’ 
activities. 


E Arriving at work one morning, Callie noticed her boss reading her e-mail. 
Although company managers verbally stated that e-mail messages were private, 
the company’s written policy was different. Her employer contended that it 
owned the system and accordingly had the right to see what was going on. And 
he was right! HR has the responsibility to communicate all policies clearly to all 
managers and employees.”” 

m A disgruntled artist at an animation studio checks around to be sure no co- 
workers are close enough to his cubicle to see what he’s doing. He opens up his 
personal account and sends an e-mail to a rival movie studio with information 
about a top-secret movie project his employer is working on. What he didn’t 
count on is that his employer has the ability to monitor any outgoing e-mail, 
even if it is not from the employer’s e-mail accounts. The monitoring software 
is set up to filter for sensitive information. The animator is caught, sued, and 
probably won’t ever be employed in the industry again.”® 

m The stepfather of a twelve-year-old girl put pictures of the girl on a child pornogra- 
phy Web site using his employer’s Internet connection. The girl’s mother sued the 


By the Numbers 


According to the Electronic Monitoring and Sur- = 48 percent use video monitoring of workers 


veillance Survey conducted by the American Man- = 45 percent monitor time spent on the telephone and num- 
agement Association and the ePolicy Institute, bers called 
companies reported:*° = 43 percent monitor e-mail 
= 83 percent inform workers that they monitor = 33 percent fired workers for Internet misuse 
content, keystrokes, and time spent at the keyboard m 28 percent fired workers for e-mail misuse 

= 71 percent alert employees to e-mail monitoring m 24 percent have had e-mail subpoenaed by courts 

m 66 percent monitor Internet use m 16 percent record phone conversations 

m 65 percent block connections to inappropriate Web sites m 12 percent monitor the blogosphere 

m 52 percent use Smartcard technology to monitor building m 9 percent monitor voicemail 

access m 2 percent use fingerprint scans 
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Be careful; someone is watching. With 
technology enhancements, companies 
can monitor many employee activities. 
Although some may fee! this is intrusive, 
safety and liability issues almost mandate 
that employers ensure a safe and proper 
work environment. (Source: Spencer 
Grant/PhotoEdit) 


workplace romance 
A personal relationship that develops 
at work. 


What if your significant other is now your 
boss? Most organizations would find that 


situation unacceptable. 
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employer, alleging that the employer had a duty to monitor its systems and pre- 
vent misuse. The court found that there was a duty for the employer to guard 
against abuses and it would be liable for damages.”” 


Part of the problem here goes back to the balance of security. Abuses by employees— 
using the company’s computer system for gambling purposes, running their own busi- 
nesses, playing computer games, or pursuing personal matters on company time—have 
resulted in companies implementing a more “policing” role.*° This can extend, too, to 
Internet sites, ensuring that employees are not logging on to adult-oriented Web sites.”! 
Further complicating the situation is the fact that companies issue laptops to log in to 
company servers remotely, or BlackBerry, iPhone, and other smart phones with Internet 
connections that blur the line between personal and business use. Employees may have 
an expectation of privacy in e-mail and Internet when taking company devices home or 
using them in remote locations. 

As employee-monitoring issues become more noticeable, keep in mind that 
employers, as long as they have a policy regarding how employees are monitored, will 
continue to check on employee behavior.** The American Management Association 
asserts that “Technology has provided a capability that we never had before to check up 
on employees like never before. It’s within an organization’s right to monitor just about 
anything you do during work time using work tools? 

Companies need to make clear what is acceptable and what’s not acceptable, with 
examples if necessary. Policies need to be included in employee manuals, explained at 
employee orientation, even posted on computer log-in screens. Specifically targeted for 
this monitoring are Internet, e-mail, and the telephone. In fact, it’s estimated that most 
large companies and more than 76 percent of employers monitor their employees’ e-mail 
and Internet usage.** 

Employee movement can also be monitored with RFID (radio frequency identifica- 
tion). Boeing Co. uses RFID-embedded badges to track 150,000 employees in seventy 
countries. The company had to address employees’ privacy concerns, including “will they 
track me in the bathroom,” by listening to those concerns and by providing lots of com- 
munication.” RFID technology has caused such concern that two states have passed 
laws prohibiting the implantation of RFID chips in badges without an employee’s con- 
sent. Odd as it sounds, at least one company has already offered implantation of RFID 
chips in the arms of employees who agree to the procedure. 

As the opportunities for employee monitoring continue to grow, so too will the 
ethical debate. Organizations need to inform employees about their rights and respon- 
sibilities and be clear about the methods used to gather information and what will be 
done with the information. 


Workplace Romance 


Workplace romance is pretty common. When individuals similar in age with similar 
interests are together for forty hours a week or more, those relationships frequently 
turn romantic. It’s so common that a 2007 survey by Vault.com found that 47 percent 
of professionals admitted to having been involved in an office romance and another 
19 percent have considered it. Furthermore, 11 percent said they had dated their boss 
or another superior in the organization. 

Why should HR professionals be concerned? The problem is that these romances 
can lead to accusations of favoritism, breeches of ethics, low productivity, poor 
employee morale, and even workplace violence.*” Concern over these complications has 
led some companies to implement fraternization policies that forbid 
relationships between all co-workers or between certain groups of co- 
workers such as employees in the same department. Other companies 
may deal with the issue by asking employees to sign contracts that state 
that the relationship is consensual. Those contracts may outline what 
the parties should do if the relationship should cease to be consensual 


The Employment-at-Will Doctrine 


Water Cooler Romance 
Percentage of companies with a no-fraternization policy 


e Written policy: 18 percent 
e Verbal policy: 7 percent 
e No policy: 72 percent 


Restrictions on relationships in companies with a no-fraternization policy 


e A supervisor and subordinate: 80 percent 

e Employees in same department: 24 percent 

e Employees with significant rank difference: 16 percent 
e Employees and customers: 13 percent 


Consequences for violating company no-fraternization policy 


e Employee transfers: 42 percent 
e Formal discipline: 36 percent 
e Termination: 27 percent 


Outcomes of workplace romances 


e Those involved get married: 62 percent 

e Complaints of favoritism: 44 percent 

e Divorce of married employees: 29 percent 
e Decrease of productivity: 26 percent 

e Diminished co-worker morale: 25 percent 
e Sexual harassment claims: 19 percent 

e Stalking claims: 16 percent 

e Complaints of retaliation: 15 percent 


Source: SHRM 2006 Workplace Romance Poll. 


and remind both parties of the company’s sexual harassment policy. The purpose of 
these contracts is to: 


E reduce the risk of sexual harassment 

E reduce the perception of favoritism 

E provide an opportunity to discuss professional behavior in the workplace 
E remind employees that the workplace does not provide privacy?’ 


Other issues that may be addressed include what would happen if one person in the 
relationship should be promoted over the other or moves on to work for a competitor. 
Exhibit 4-3 lists some interesting figures on workplace romance. 


The Employment-at-Will Doctrine 


The concept of the employment-at-will doctrine is rooted in nineteenth-century com- 
mon law, which permitted employers to discipline or discharge employees at their dis- 
cretion. The doctrine seeks to equalize the playing field. If employees can resign at any 
time they want, why shouldn’t an employer have a similar right? 

Under the employment-at-will doctrine, an employer can dismiss an employee 
“for good cause, for no cause, or even for a cause morally wrong, without being guilty 
of a legal wrong.”?? Of course, even then, an employer can’t fire on the basis of race, 
religion, sex, national origin, age, or disability. Although this doctrine has existed for 
more than one hundred years, the courts, labor unions, and legislation have 
attempted to lessen its use.*° In these instances, jobs are likened to private property. 
That is, individuals have a right to these jobs unless the organization has specified 
otherwise. Employees today are challenging the legality of their discharges more 
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Exhibit 4-3 

No-Fraternization Policies 
No-fraternization policies attempt to 
reduce potential conflicts or loss of pro- 
ductivity due to personal relationships 
that may develop at the workplace. 
According to this survey by the Society 

of Human Resource Management (SHRM), 
some interesting statistics stand out: over 
70 percent of companies do not have 
policies against workplace relationships; 
80 percent of those relationships reported 
are between a supervisor and a subordi- 
nate; and over 60 percent ended up get- 
ting married! What do you think? 


employment-at-will doctrine 

Nineteenth-century common law that 
permitted employers to discipline or 
discharge employees at their discretion. 
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implied employment contract 
Any organizational guarantee or 
promise about job security. 
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frequently. When firing without cause occurs, employees may seek the assistance of 
the courts to address wrongful discharge. Most states permit employees to sue their 
employers if they believe their termination was unjust. These suits contend that 
through some action on the part of the employer, exceptions to the employment-at- 
will doctrine exist. 


Exceptions to the Doctrine 


Although employment-at-will thrives in contemporary organizations, five exceptions 
can support a wrongful discharge suit: contractual relationship, statutory considera- 
tions, public policy violation, implied contracts, and breach of good faith.*! Let’s take a 
closer look at these. 


Contractual Relationship A contractual relationship exists when employers and 
employees have a legal agreement regarding how employee issues are handled. Under 
such contractual arrangements, discharge may occur only if it is based on just cause. 
Where a distinct definition of just cause does not exist, just cause can be shown under 
guidelines derived from labor arbitration of collective-bargaining relationships (we'll 
look at discipline in labor-management relationships in Chapter 14): 


Was there adequate warning of consequences of the worker’s behavior? 

Are the rules reasonable and related to safe and efficient operations of the business? 
Before discipline was rendered, did a fair investigation of the violation occur? 
Did the investigation yield definite proof of worker activity and wrongdoing? 
Have similar occurrences, both prior and subsequent to this event, been handled 
in the same way and without discrimination? 

Was the penalty in line with the seriousness of the offense and in accord with the 
worker’s past employment record?” 


Statutory Considerations In addition to this contractual relationship, federal legis- 
lation may play a key role. Discrimination laws such as those discussed in the previous 
chapter may further constrain an employer’s use of at-will terminations. For example, 
an organization cannot terminate an individual based on his or her age just because 
such action would save the company some money. 


Public Policy Violation Another exception to the employment-at-will doctrine is the 
public policy violation. Under this exception, an employee cannot be terminated for fail- 
ing to obey an order from an employer that can be construed as an illegal activity. Should 
an employee refuse to offer a bribe to a public official to increase the likelihood of the 
organization obtaining a contract, falsify time cards, or illegally dump hazardous waste, 
that employee is protected. Furthermore, employers cannot retaliate against an 
employee for exercising his or her rights (such as serving on a jury). Accordingly, employ- 
ees cannot be justifiably discharged for exercising their rights in accordance with societal 
laws and statutes. 


Implied Employment Contract The fourth exception to the doctrine is the implied 
employment contract. An implied contract is any verbal or written statement made by 
members of the organization that suggests organizational guarantees or promises 
about continued employment.*? These implied contracts, when they exist, typically 
take place during employment interviews or are included in an employee handbook. 
We’ll look at employee handbooks later in this chapter. 

One of the earlier cases reaffirming implied contracts was Toussaint v. Blue Cross and 
Blue Shield of Michigan.** In this case, Toussaint claimed that he was discharged for 
unjust causes by the organization. He asserted that he was told he’d have a job in the 
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company until he reached retirement age of sixty-five so long as he did his job. The 
employee handbook also clearly reinforced this tenure with statements reflective of dis- 
charge for just cause. Even if just cause arose, the discharge could occur only after sev- 
eral disciplinary steps. We’ll look at the topic of discipline in the next section. In this 
case, the court determined that the discharge was improper because the organization 
implied the permanence of his position. 

The issue of implied contracts is changing how HRM operates in several of its func- 
tions. For instance, interviewers are increasingly cautious, avoiding anything that could 
conjure up a contract. Something as innocent as discussing an annual salary may cause 
problems, for such a comment implies at least twelve months on the job. To avoid this, 
salaries are often communicated in terms of the amount of pay for each pay period. 
Many organizations that want to maintain an employment-at-will policy have dis- 
claimers such as “This handbook is not a contract of employment,” or “Employment in 
the organization is at the will of the employer,” on the covers of their employee hand- 
books and manuals. Yet caution is warranted, as an interviewer's or supervisor’s state- 
ments may override the printed words. 


Breach of Good Faith The final exception to the employment-at-will doctrine is 
the breach of good faith. Although this is the most difficult of the exceptions to 
prove, in some situations an employer may breach a promise. In one noteworthy 
case, an individual employed more than twenty-five years by the National Cash Reg- 
ister Company (NCR) was terminated shortly after completing a major deal with a 
customer.*> The employee claimed that he was fired to eliminate NCR’s liability to 
pay him his sales commission. The court ruled that this individual acted in good 
faith in selling the company’s product and reasonably expected his commission. 
Although NCR had an employment-at-will arrangement with its employees, the 
court held that his dismissal and NCR’s failure to pay commissions were breaches of 


good faith. 
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The exceptions to the employment-at-will doctrine may lead you to think that employ- 
ers cannot terminate employees or are significantly limited in their action. We’ve all 
seen instances where an employer should have fired an employee who broke rules, was 
insubordinate, had a real attitude problem, or just didn’t do a very good job. That can 
have a disastrous effect on productivity and morale. So why do employers refrain from 
firing these “bad apples”? Frequently it’s because they don’t know their rights as 
employers or don’t understand how to discipline properly. HRM can help by establish- 
ing discipline policies and educating managers on their use. 


What Is Discipline? 


Discipline refers to a condition in the organization where employees conduct them- 
selves in accordance with the organization’s rules and standards of acceptable behavior. 
For the most part, employees discipline themselves by conforming to what is consid- 
ered proper behavior because they believe it is the reasonable thing to do. Once they 
know what is expected of them, and assuming they find these standards or rules rea- 
sonable, they seek to meet those expectations.*° 

But not all employees will accept the responsibility of self-discipline. Some do not 
accept the norms of responsible employee behavior (see Workplace Issues). These 
employees, then, require some degree of extrinsic disciplinary action. Managers don’t 
always know how to effectively apply discipline, either. The following section covers 
how to establish discipline policies with appropriate consequences so managers and 
employees all know what to expect. 
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discipline 

A condition in the organization when 
employees conduct themselves in 
accordance with the organization’s 
rules and standards of acceptable 
behavior. 
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WORKPLACE ISSUES 


Managers Should Be Prepared Before Disciplining Employees 


In a perfect world, there would be no disciplin- 

ing, no policies or procedures to misinterpret or 

ignore. Each employee would check his or her 

own work and contribute ways to cut costs, 

reduce waste, and improve quality and service to 
both internal and external customers. Lunch hours would 
never exceed agreed-on limits, and no personal business or 
phone calls would be conducted on company time or with 
company resources, equipment, or personnel. No one would 
blame computers, equipment, managers, the company, or 
“someone else” for work not completed or completed late or 
incorrectly. Managers would involve, train, and listen to 
employees, building teamwork through empowerment and 
trust. In a perfect world! 

In a slightly less perfect but more exciting and challenging 
world, managers occasionally must discipline employees. Deal- 
ing with the effects of the mistakes and masking anger, resent- 
ment, disappointment, and disgust to create teaching moments 
can test even the most patient manager. The challenge is to keep 
employees focused on their behavior and how to correct or 
improve it, not on how they’re being treated. Following these 


guidelines should help: 


= Cool off, but don’t wait too long. Even though you might like to 
ignore the problem and hope that it will go away, don’t kid 
yourself. Any problem has a tendency to escalate from a 
minor to a major issue. It’s not worth it. Become comfort- 
able with positively confronting situations, mutually identi- 
fying problems, and agreeing on solutions and follow-up 
plans. Failing to address issues undermines your credibility 
and ability to do what you are paid to do: manage. 

= Think before you speak. Stay calm. It may be tempting to sound 
off, but how you handle disciplining may be as important as 
the issue. Your goal should be to correct the situation, not to 
further impede the working relationship. You may wish to 


ask the employee to consider possible solutions and bring 
one or two to the meeting if appropriate. 

= Always discipline in private, one on one. Consider using a confer- 
ence room if added privacy is needed. 

= Follow company disciplinary procedures to ensure fairness and con- 
sistency. If in doubt, take the time to check with the policy 
manual, your boss, or a personnel officer first. If you don’t, 
you may be the next person in line to be disciplined for not 
following procedures. 

= Be prepared to hear a variety of both imaginative and worn-out 
excuses. These can range from “I was stuck in traffic” to 
“Somebody made that up” to “The other department takes 
long lunches” to “Everybody else does it.” 

= Prepare to avoid nervousness. No one likes to discipline, but it’s 
part of the job. Before the meeting, think about possible 
objections or issues. Rehearse in your mind, outline your 
comments—whatever it takes to resolve the issue in a win- 
win manner. 

= Prepare by comparing the actual to the desired situation. State 
what action is necessary, why it is necessary, and its impact. 

= Clarify expectations and contingencies for specific actions and 
timetables. Make sure that the employee understands by 
asking for a summarization—something beyond just a 
grunt of agreement. 

= Ask employees for feedback. How can you best help or support 
them in making the necessary changes? What suggestions do 
they have? How can problems be prevented in the future? 

= Letitgo. There is no need to ignore employees, stare at them, 
or use any other of a variety of cruel and unusual (and imma- 
ture) punishments. Administer the appropriate consequence 
and try to resume a normal working relationship. 


Imagine an environment that tolerated no mistakes because it 
tolerated no risks, no changes, no tests. A less-than-perfect world 
looks good after all. 


Factors to Consider When Disciplining 


Before we review disciplinary guidelines, we should look at the major factors to con- 
sider in having fair and equitable disciplinary practices.*” The following seven contin- 
gency factors can help us analyze a discipline problem. 


1. Seriousness of the Problem How severe is the problem? For example, dishonesty is 
usually considered a more serious infraction than reporting to work twenty 


minutes late.*® 


2. Duration of the Problem Have there been other discipline problems in the past, and 
over how long a time span? The violation does not take place in a vacuum. A first 
occurrence is usually viewed differently from a third or fourth offense. 

3. Frequency and Nature of the Problem Is the current problem part of an emerging or 
continuing pattern of disciplinary infractions? We are concerned with not only the 
duration but also the pattern of the problem. Continual infractions may require a 
different type of discipline from that applied to isolated instances of misconduct. 
They may also point to a situation that demands far more severe discipline to pre- 
vent a minor problem from becoming a major one. 
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4. Extenuating Factors Do extenuating circumstances relate to the problem? The stu- 
dent who fails to turn in her term paper by the deadline because of the death of her 
grandfather is likely to have her violation assessed more leniently than will her peer 
who missed the deadline because he overslept. 

5. Degree of Socialization To what extent has management made an earlier effort to 
educate the person causing the problem about the existing rules and procedures 
and the consequences of violations? Discipline severity must reflect the degree of 
knowledge that the violator holds of the organization’s standards of acceptable 
behavior. The new employee is less likely to have been socialized to these stan- 
dards than the twenty-year veteran. Additionally, the organization with formal- 
ized, written rules governing employee conduct is more justified in aggressively 
enforcing violations of these rules than is the organization whose rules are infor- 
mal or vague. 

6. History of the Organization’s Discipline Practices How have similar infractions been 
dealt with in the past within the department? Within the entire organization? Has 
there been consistency in the application of discipline procedures? Equitable 
treatment of employees must take into consideration precedents within the unit 
where the infraction occurs, as well as previous disciplinary actions taken in other 
units within the organization. Equity demands consistency against some relevant 
benchmark. 

7. Management Backing If employees decide to take their case to a higher level in man- 
agement, will you have reasonable evidence to justify your decision? Should the 
employee challenge your disciplinary action, you need data to back up the necessity 
and equity of your action and to feel confident that management will support your 
decision. No disciplinary action is likely to carry much weight if violators believe that 
they can usually challenge and successfully override their manager’s decision. 


How can these seven items help? Consider the many reasons why we might disci- 
pline an employee. With little difficulty, we could list several dozen or more infractions 
that management might believe require disciplinary action. For simplicity’s sake, we 
have classified the most frequent violations into four categories: attendance, on-the-job 
behaviors, dishonesty, and outside activities. We’ve listed the categories and potential 
infractions in Exhibit 4-4. However, the same infraction may be considered minor or 
serious given the situation or the industry involved. For example, while concealing 
defective work when binding textbooks may be viewed as minor, the same action in an 
aerospace manufacturing plant is more serious. Furthermore, recurrence and severity 
of the infraction will play a role. For instance, employees who commit their first minor 
offense might generally expect a minor reprimand. A second offense might result in a 
more stringent reprimand, and so forth. In contrast, the first occurrence of a serious 
offense might mean not being allowed to return to work, the length of time being 
dependent on the circumstances surrounding the violation. 


Disciplinary Guidelines 


All human resource managers should be aware of disciplinary guidelines. In this sec- 
tion, we briefly describe them. 


= Make disciplinary action corrective rather than punitive. The object of disciplinary 
action is not to deal out punishment. The object is to correct an employee’s 
undesirable behavior. Punishment may be a necessary means to that end, but 
one should never lose sight of the eventual objective. 

E Use a progressive discipline approach. Although the appropriate disciplinary action 
may vary depending on the situation, it is generally desirable for discipline to be 
progressive. Only for the most serious violations will an employee be dismissed 
after a first offense. Typically, progressive discipline begins with a written verbal 
warning and proceeds through a written warning, suspension, and, only in the 
most serious cases, dismissal. More on this in a moment. 
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progressive discipline 

A system of improving employee 
behavior that consists of warnings and 
punishments that gradually become 
more severe. 
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hot-stove rule 

Discipline, like the consequences of 
touching a hot stove, should be imme- 
diate, provide ample warning, be con- 
sistent, and be impersonal. 


Can you imagine placing your hand atop 
this stove? Clearly, if you did, you’d get 
burned. That's precisely the analogy used 
for disciplining employees. They have 
ample warning that it's hot, every time 
they touch it they'll get burned—and 
whoever touches the stove will be burned 
regardless of who they are. 

(Source: iStockphoto) 
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m Follow the hot-stove rule. Administering discipline can be viewed as similar to 
touching a hot stove.” Although both are painful to the recipient, the analogy 
goes further. When you touch a hot stove, you have an immediate response; the 
burn you receive is instantaneous, leaving no question of cause and effect. You 
have advance warning; you know what happens if you touch a red-hot stove. Fur- 
thermore, the result is consistent: every time you touch a hot stove, you get 
burned. Finally, the result is impersonal; regardless of who you are, if you touch 
a hot stove, you will get burned. The comparison between touching a hot stove 
and administering discipline should be apparent, but let us briefly expand on 
each of the four points in the analogy. 

m Immediate Response The impact of a disciplinary action fades as the time 
between the infraction and the penalty’s implementation lengthens. The 
more quickly the discipline follows the offense, the more likely the 
employee is to associate the discipline with the offense rather than with 
the manager imposing the discipline. As a result, it is best that the disci- 
plinary process begin within a reasonable time frame after the violation is 
noticed. Waiting too long may result in the employee not making a con- 
nection between the infraction and the consequence. In this case, the 
employee may feel that the punishment is arbitrary or because of a bias or 
prejudice. Of course, this desire for immediacy should not result in taking 
action before thinking it through. If all the facts are not in, managers may 
invoke a temporary suspension, pending a final decision in the case. 

m Advance Warning The manager has an obligation to give advance warning 
prior to initiating formal disciplinary action. This means the employee 
must be aware of the organization’s rules and accept its standards of 
behavior. Disciplinary action is more likely to seem fair to employees 
when they have clear warning that a given violation will lead to discipline 
and what that discipline will be. 

E Consistent Action Fair employee treatment also demands that disciplinary 
action be consistent.°? When rule violations are enforced in an inconsis- 
tent manner, the rules lose their impact. Morale will decline, and employ- 
ees will question the competence of management. Productivity will suffer 
as a result of employee insecurity and anxiety. All employees want to know 
the limits of permissible behavior, and they look to their managers’ 
actions for such feedback. If, for example, Barbara is reprimanded today 
for an action that she took last week, about which nothing was said, these 
limits become blurry. Similarly, if Bill and Marty are both goofing off at 
their desks and Bill is reprimanded while Marty is not, Bill is likely to 
question the fairness of the action. The point, then, is that discipline 
should be consistent. This need not result in treating everyone exactly 
alike because that ignores the contingency factors we discussed earlier, 
but it does put the responsibility on management to clearly justify disci- 
plinary actions that may appear inconsistent or possibly discriminatory 
to employees. 

E Impersonal Application Penalties should be connected with a given viola- 
tion, not with the personality of the violator." That is, discipline should 
be directed at what employees have done, not the employees themselves. 
As a manager, you should make it clear that you are avoiding personal 
judgments about the employee’s character. You are penalizing the rule 
violation, not the individual, and all employees committing the violation 
can expect to be penalized. Furthermore, once the penalty has been 
imposed, you as manager must make every effort to move past the inci- 
dent; you should attempt to treat the employee in the same manner as you 
did prior to the infraction. Managers may be tempted to ignore small vio- 
lations by longtime employees or employees who have been recognized in 
the past for outstanding or even heroic performance. New employees 
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unfamiliar with these past glories may feel that this indicates a double 
standard, a discriminatory environment, or possibly that the employer 
will tolerate poor performance. 


A final point needs to be made, and it revolves around whether an employee can be 
represented in a meeting where he or she may be subject to disciplinary action. Though 
one of the protections unions offer is the opportunity to have a union representative 
present in such a meeting, that same protection has been afforded to nonunion 
employees, too. Based on the U.S. Supreme Court case NLRB v. J. Weingarten, Inc., 
nonunion employees were permitted to have a fellow employee or other individual rep- 
resent them at a disciplinary meeting. But in 2004 this changed. Based on a National 
Labor Relations Board decision, Weingarten rights no longer apply outside the union 
setting. But that’s not to say that a nonunion employee cannot be represented. It’s up 
to the company—although they are not obligated under law to do so, they may choose 
to allow a representative to be present.°” 


Disciplinary Actions 


As mentioned earlier, discipline generally follows a typical sequence of four steps: writ- 
ten verbal warning, written warning, suspension, and dismissal? (see Exhibit 4-5). Let’s 
briefly review these four steps. 


Written Verbal Warning The mildest form of discipline is the written verbal warn- 
ing. (Yes, the term is correct, even though it sounds like an oxymoron.) A written verbal 
warning is a temporary record of a reprimand that is placed in the manager’s file on the 
employee. This written verbal warning should state the purpose, date, and outcome of 
the interview with the employee. This, in fact, is what differentiates the written verbal 


Type of Problem Infraction 


Attendance Tardiness 
Unexcused absence 
Leaving without permission 


On-the-job behaviors Malicious destruction of organizational property 
Gross insubordination 
Carrying a concealed weapon 
Attacking another employee with intent to seriously harm 
Intoxicated on the job/substance abuse 
Sexually harassing another employee 
Failure to obey safety rules 
Defective work 
Failure to report accidents 
Loafing 
Gambling on the job 
Fighting 
Horseplay 
Sending text messages or using phone for personal use 


Dishonesty Stealing 
Deliberate falsification of employment record 
Clock-punching another's timecard 
Concealing defective work 
Subversive activity 


Outside activities Unauthorized strike activity 
Outside criminal activities 
Wage garnishment 
Working for a competing company 
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written verbal warning 
Temporary record that a verbal repri- 
mand has been given to an employee. 


Exhibit 4-4 

Specific Disciplinary Problems 
Although this isn't a comprehensive list, 
this table outlines some of the more com- 
mon types of disciplinary problems that 
managers encounter. HR professionals 
hold the responsibility for training man- 
agers and supervisors in the disciplinary 
process and frequently are also responsi- 
ble for administering the consequences in 
the disciplinary process. 
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Exhibit 4-5 

The Progressive Discipline Process 
Progressive discipline begins with a writ- 
ten verbal warning and proceeds through 
increasingly severe written consequences. 


written warning 
First formal step of the disciplinary 
process. 


suspension 
A period of time off from work as a 
result of a disciplinary process. 
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Less Severe More Severe 


ion Written 


verbal Suspension Dismissal 


f warning 
warning 


warning from the verbal warning. Because of the need to document this step in the 
process, the verbal warning must be put into writing. The difference, however, is that 
this warning remains in the hands of the manager; that is, it is not forwarded to HRM 
for inclusion in the employee’s personnel file. 

The written verbal reprimand is best achieved when conducted in a private and 
informal environment. The manager should begin by clearly informing the employee of 
the rule that has been violated and the problem that this infraction has caused. For 
instance, if the employee has been late several times, the manager would reiterate the 
organization’s rule that employees are to be at their desks by 8 A.M., and then proceed 
to give specific evidence of how violating this rule has increased work for others and 
lowered departmental morale. After the problem has been made clear, the manager 
should then allow the employee to respond. Is he aware of the problem? Are there exten- 
uating circumstances that justify his behavior? What does he plan to do to correct his 
behavior? 

After the employee has been given the opportunity to make his case, the manager 
must determine if the employee has proposed an adequate solution to the problem. If 
not, the manager should direct the discussion toward helping the employee figure out 
ways to prevent the trouble from recurring. Once a solution has been agreed on, the 
manager should ensure that the employee understands what, if any, follow-up action 
will be taken if the problem recurs. 

If the written verbal warning is effective, further disciplinary action can be avoided. 
If the employee fails to improve, the manager will need to consider more severe action. 


Written Warning The second step in the progressive discipline process is the written 
warning. In effect, it is the first formal stage of the disciplinary procedure. This is 
because the written warning becomes part of the employee’s official personnel file. This 
is achieved by not only giving the warning to the employee but also sending a copy to 
HRM to be inserted in the employee’s permanent record. In all other ways, however, the 
procedure for writing the warning is the same as the written verbal warning; that is, the 
employee is advised in private of the violation, its effects, and potential consequences of 
future violations. The only difference is that the discussion concludes with the 
employee being told that a formal written warning will be issued. Then the manager 
writes up the warning, stating the problem, the rule that has been violated, any 
acknowledgment by the employee that she will correct her behavior, and the conse- 
quences from a recurrence of the behavior, and sends it to HRM. 


Suspension A suspension or layoff would be the next disciplinary step, usually taken 
only if the prior steps have been implemented without the desired outcome. Exceptions— 
where suspension is given without any prior verbal or written warning—occasionally 
occur if the infraction is of a serious nature. 

A suspension may be for one day or several weeks; disciplinary layoffs in excess of a 
month are rare. Some organizations skip this step completely because it can have nega- 
tive consequences for both the company and the employee. From the organization’s 
perspective, a suspension means the loss of the employee for the layoff period. If the 
person has unique skills or is a vital part of a complex process, his loss during the suspen- 
sion period can severely affect his department or the organization’s performance if a 
suitable replacement cannot be located. From the employee’s standpoint, a suspension 
can result in the employee returning in a more unpleasant and negative frame of mind 


than before the layoff. 
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Why would management consider suspending employees as a disciplinary mea- 
sure? A short layoff is potentially a rude awakening to problem employees who didn’t 
get the message from previous consequences. It may convince them that management 
is serious and may move them to accept responsibility for following the organization’s 
rules. Organizations may choose to substitute a final warning for suspension in their 
discipline policy. Care must be taken to only make one final warning before moving 
to dismissal. 


Dismissal Whether it’s for poor performance or downsizing, managers frequently 
dread dismissal and often handle it poorly. Consider these examples: 


m The President and CEO of Kia Motors America was fired between dinner and 
dessert during a meeting with Kia dealers at the Belagio Hotel in Las Vegas.>* 

m When Oracle purchased PeopleSoft in 2005, 5,000 packages were delivered to 
workers’ homes on a Saturday, containing either a job offer or a severance 
package.“ 

m Nearly 400 employees at Radio Shack received an e-mail message telling them 
they were being dismissed immediately. The message read “The work force 
reduction notification is currently in progress. Unfortunately your position is 
one that has been eliminated.”*° 


In spite of the organization’s best efforts to train, coach, and raise the level of per- 
formance of employees, sometimes things just don’t work out and HRM or managers 
with HRM assistance must fire an employee. Whether you call it a layoff, firing, dis- 
missal, letting go, discharge, or outplacement, taking a job away from an employee is 
one of the most unpleasant tasks of HRM. A 2007 survey of small business owners 
found that 61 percent of owners found it difficult to fire employees and 78 percent 
admitted that they had kept an underperforming employee too long because they 
avoided the unpleasant task.°” Not firing someone who is underperforming or insub- 
ordinate sends the message that the employer accepts below-standard performance. It 
sends the message to high performing employees that their hard work doesn’t really 
matter because the organization doesn’t distinguish between their efforts and those of 
the mediocre employee.°® 

A dismissal decision should be given long and hard consideration. Have all efforts at 
coaching to improve performance been exhausted? Has HRM documented all substan- 
dard performance and communicated it to the employee? What replacement costs will 
the organization incur? Has the organization made all relevant documentation to avoid 
claims of discrimination? How are the courts likely to view any potential litigation? 

Unless it’s the result of downsizing, dismissal should be the last step and ultimate 
disciplinary consequence. Occasionally an offense is so serious that immediate dis- 
missal is appropriate such as theft, sexual harassment, violence, plagiarism, or sabo- 
tage. These exceptions to the discipline policy should be spelled out in the employee 
manual. °° When the decision is made, HRM needs to consider how the dismissal will 
be communicated. Terminations cause hard feelings, create economic hardship, and 
provoke lawsuits. Nearly 90 percent of discrimination charges filed with the Equal 
Employment Opportunity Commission are related to discharging employees.°° There 
may be no way to prevent lawsuits, but there are certainly steps that employers can take 
to try to minimize them. 

When firing an employee: 


m Review all facts. Be very familiar with documentation such as performance 
appraisals, disciplinary actions, and productivity reports that led to this action. 

E Set the stage. Call the employee into your office or another private setting. Have 
someone there as a witness. Darken your computer screen and silence your phones 
as this deserves your full attention. 

= Bevery clear. Use language that leaves no doubt that the employee is being termi- 
nated. Consider making notes so you don’t stray from your message. Review the 
performance problems and unsuccessful efforts to remedy the situation. 
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dismissal 
A disciplinary action that results in the 
termination of an employee. 
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m Allow a little dignity. Suggest that the job may not have been the best match for 
the employee and express hope that things will work out better in a new job and 
under different circumstances. 

m Let the employee talk. Give the person a chance to respond, regardless of how 
uncomfortable it is for you, but don’t get drawn into an argument or back down. 
Try not to take employee comments personally. Harsh comments are likely to be 
made in frustration, hurt, or anger. 

m Give severance pay. Providing severance pay slightly softens the blow, and is the 
decent way to behave. A good guideline is two weeks pay plus one additional 
week’s pay for every year of service. 

m Ask the person to sign an agreement waiving the right to sue for wrongful termination. 
Consult your attorney. You may be allowed to make signing such an agreement 
a condition of the employee’s receiving severance pay. 

= Immediately pay for any earned time. In addition to any severance, you’re responsible 
for any earned overtime and earned but unused vacation time or unused sick days. 

m Have the person leave that day. It’s unfair and uncomfortable for a terminated 
employee to continue to come to work. That would lower staff morale, and the 
possibility always exists that the person could do damage to your company. 

m Inform the person of any benefits. Terminated employees will be grateful to learn 
about any benefits they’re entitled to, such as unemployment payments or the 
ability to continue their medical insurance. 

E Take appropriate protective steps. Immediately change passwords for any computer 
programs the employee had access to. Retrieve any keys they may have to premises. 

m Tell other employees that the employee has been terminated. Other employees may need 
to know about the termination, but don’t give any details. It’s a private matter. At 
best, you might appear to be a gossip. At worst, it could lead to legal problems. 


Summary 


(This summary relates to the Learning Outcomes identified on page 84.) After having 
read this chapter you can 


1. Explain the intent of the Privacy Act of 1974, the Drug-Free Workplace Act of 
1988, and the Polygraph Protection Act of 1988 and their effect on HRM. The 
Privacy Act of 1974 was intended to require government agencies to make available 
to employees information contained in their personnel files. Subsequent state laws 
have afforded the same ability to nongovernment agencies. HRM must ensure that 
policies exist and are disseminated to employees regarding access to their person- 
nel files. The Drug-Free Workplace Act of 1988 required government agencies, fed- 
eral contractors, and those who receive more than $25,000 in government money 
to take various steps to ensure that their workplace is drug free. Nongovernment 
agencies with less than $25,000 in government grants are exempt from this law. 
The Polygraph Protection Act of 1988 prohibits the use of lie-detector tests in 
screening all job applicants. The act, however, does permit selective use of poly- 
graphs under specific circumstances. 

2. Describe the provisions of the Worker Adjustment and Retraining Notification 
Act of 1988. The Worker Adjustment and Retraining Notification Act of 1988 
requires employers with one hundred or more employees contemplating closing a 
facility or laying off fifty or more workers to provide sixty days’ advance notice of 
the action. 

3. Identify the pros and cons of employee drug testing. Drug testing is a contem- 
porary issue facing many organizations. The problems associated with substance 
abuse in our society, and our organizations specifically, lead companies to test 
employees. The costs of abuse in terms of lost productivity and the like support 
such action. On the other hand is the issue of privacy. Does the company truly have 


Demonstrating Comprehension 


10. 


the right to know what employees do on their own time? Additionally, drug test 
validity as well as proper procedures are often cited as reasons for not testing. 
Discuss the benefits of using honesty tests in hiring. Honesty testing in hiring 
has been used to capture the information unavailable from a polygraph in screen- 
ing applicants. Many companies use these question-and-answer tests to obtain 
information on one’s potential to steal from the company, as well as to determine 
whether an employee has stolen before. Validity of honesty tests has some support 
from research, and their use as an additional selection device appears reasonable. 
Explain legal and ethical issues involved in monitoring employees. Employers 
have extensive rights to monitor employees in the workplace including use of 
phones, e-mail, and Internet. Technology available to track employee actions is 
increasing, including sophisticated computer use tracking, RFID, and GPS tech- 
nology. Employee monitoring can save money and increase productivity for 
employers, however employees often feel that their right to privacy is being vio- 
lated. Concern over new technology that may track employees beyond the work- 
place is growing. 

Discuss the implications of the employment-at-will doctrine and identify the 
five exceptions to the doctrine. The employment-at-will doctrine permits 
employers to fire employees for any reason, justified or not. Although based on 
nineteenth-century common law, exceptions to employment-at-will have curtailed 
employers’ use of the doctrine. The five exceptions to the employment-at-will doc- 
trine are: contractual relationships; statutory considerations; public policy viola- 
tions; implied employment contracts; and breach of good faith by the employer. 
Define discipline and the contingency factors that determine the severity of 
discipline. Discipline is a condition in the organization when employees conduct 
themselves in accordance with the organization’s rules and standards of acceptable 
behavior. Whether to impose discipline and with what severity should reflect fac- 
tors such as problem seriousness, problem duration, problem frequency and 
nature, the employee’s work history, extenuating circumstances, degree of orienta- 
tion, history of the organization’s discipline practices, implications for other 
employees, and management backing. 

Describe the general guidelines for administering discipline. General guide- 
lines in administering discipline include making disciplinary actions corrective, 
making disciplinary actions progressive, and following the hot-stove rule—be 
immediate, provide ample warning, be consistent, and be impersonal. 

The hot stove rule consists of four elements: immediate response, advance 
warning, consistent action, and impersonal application. If employee discipli- 
nary actions meet all of these elements every time discipline is applied, discipline 
will be seen as consistent, fair, and predictable. Employees will begin to regulate 
their own behavior out of their own self-interest. 

Identify important procedures to follow when firing an employee. Review all 
facts; meet the employee in a private setting with witnesses; state the termination 
clearly; let the employee retain a little dignity; pay all salary and severance; ask the 
employee to sign an agreement not to sue; have the employee leave immediately; 
explain any benefits such as insurance that they have a right to; revoke their access by 
changing passwords and taking keys; and inform other employees of the termination. 
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QUESTIONS FOR REVIEW 


1. 


2. 


What should an organization do to make employees’ personnel files available 
to them? 

Describe the pros and cons of giving workers advance notice of a major layoff or 
plant closing. 
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3. What are the pros and cons of using honesty tests to screen job applicants? 


A 


What is employment-at-will? How does it affect employees? Employers? 


5. Explain the potential advantages and disadvantages of having organizational 
policies that deal with workplace romance. 


NS 


Define positive discipline. 
Describe how positive discipline differs from the traditional disciplinary process. 


8. What is the hot-stove rule? 
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Linking Concepts to Practice DISCUSSION QUESTIONS 


1. “Employees should not be permitted to see their personnel 
files. Allowing them access to review the file constrains realistic 
observations by managers. Accordingly, as long as the informa- 
tion is not used against an employee, these files should be off 
limits.” Do you agree or disagree with the statement? Explain. 

2. “The goals of ‘consistency’ and having the punishment ‘fit 
the crime’ are incompatible with just-cause termination.” Do 
you agree or disagree with the statement? Explain. 

3. Do you believe drug testing is necessary for most organizations? 
Why or why not? Defend your position. 


4. “Whistle-blowers who go outside the organization to correct 
abuses in the company should be disciplined for insubordi- 
nation.” Do you agree or disagree? Defend your position. 

5. An employee is overheard telling a new worker, “Don’t rush 
back from work. You'll make us look bad. Everyone takes an 
extra fifteen to thirty minutes. Every once in a while we get 
warned if the supervisor is in a bad mood, but he never does 
anything about it.” What went wrong? Could the problem 
extend beyond long lunches? Explain. 


Developing Diagnostic and Analytical Skills 


Case Application 4-A: CASINO HAS NO SENSE OF HUMOR REGARDING DILBERT COMIC 


David Steward wasn’t planning on getting a lot of attention when he 
put up a Dilbert cartoon on the employee bulletin board at Catfish 
Bend Casino. He wasn’t sure anyone saw him do it at all, but sure 
enough, a surveillance camera was watching. 

Morale at Catfish Bend was pretty low when the company 
announced that the casino would be closing, and 170 workers 
would be laid off. Steward thought the Dilbert cartoon would cheer 
the workers up. In the strip, Dilbert had the following exchange 
with a garbage man: 


DILBERT: Why does it seem as if most of the decisions in my 
workplace are made by drunken lemurs? 

GARBAGE MAN: Decisions are made by people who have time, 
not people who have talent. 

DILBERT: Why are talented people so busy? 

GARBAGE MAN: They’re fixing the problems made by people 
who have time. 


Managers checked the surveillance tape, found that Steward 
had posted the offensive cartoon, and fired him. Steve Morley, 
human resource director at the casino said that “upper manage- 
ment found the cartoon to be very offensive” and fired Steward. 
Morley went on to say, “Basically, he was accusing the decision- 
makers of being drunken lemurs. We consider that misconduct 
when you insult your employers.” 

Steward tried to claim that the firing was wrong and he 
deserved unemployment pay, but the casino disagreed. Dilbert car- 
toonist Scott Adams tried to come to Steward’s aid. “Most Dilbert 
comics don’t come right out and call management a bunch of 


Case Application 4-B: OFF-THE-JOB BEHAVIORS 


Balancing the realities of protecting the organization and the rights 
of employees, both in and out of work, has become a major focal 
point to contemporary human resource managers. For example, by 
everyone’s account, Peter Oiler was an outstanding employee. Oiler, 


drunken lemurs,” Adams said. “So I can see how this one might have 
been a tad over the line.” Adams also said that Steward’s dismissal 
might be the first confirmed instance of a worker being fired for 
posting a Dilbert strip. Adams published a follow-up comic: 


Boss: Our surveillance cameras caught you posting this 
anti-management comic on the wall. 

Boss: This comic compares managers to drunken lemurs. 
Boss: Do you think drunken lemurs are like managers? 
DILBERT: No. Some lemurs can hold their liquor. 


Management was not amused and still refused to pay jobless 
benefits. Steward appealed to an administrative law judge, claiming 
that putting the cartoon up was an error in judgment, not inten- 
tionally breaking any rules or being disrespectful. 


Source: The Des Moines Register (December 19, 2007), pp. 1, 10. 
Questions: 


1. Ifyou were the human resources director at the casino, what 
should you have done prior to firing Steward to be sure you 
had all of your bases covered? 

2. Does the surveillance camera present any ethical or legal prob- 
lems? Why or Why not? 

3. Explain any other legal issues regarding employee or employer 
rights that might apply. 

4. Do you think the punishment was appropriate for posting the 
comic? Explain, using concepts from the chapter. 

5. Ifyou were the administrative law judge, would you award 
unemployment benefits to Steward? Why or why not? 


a truck driver for Winn-Dixie Stores and a twenty-year employee, 
had an impeccable and unblemished work record. He was punctual, 
trustworthy, and an exceptionally productive employee. Most co- 
workers viewed him as an asset to the organization. But none of that 
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appeared to matter when Oiler was fired. The reason: Oiler was a 
cross-dresser. On his own time, Oiler changed his persona, becom- 
ing Donna, complete with wearing women’s clothing, a wig, and 
makeup. Frequently out in public with his wife—in restaurants, at 
church—Donna maintained a dignified public appearance, bother- 
ing no one, and simply went on with his personal life as he chose. 

Management at Winn-Dixie, however, saw things differently. 
Shortly after they learned of his cross-dressing behavior, Oiler was 
fired. This happened in spite of the realization that his out-of-work 
behavior had absolutely no adverse effect on his job performance. 
Rather, Winn-Dixie’s position was that if he was seen in public by 
someone who recognized him as a Winn-Dixie employee, the com- 
pany’s image could be damaged. 

Oiler sued the company for wrongfully terminating him on the 
basis of sex discrimination. He claimed that cross-dressing was 
nothing more than his “not conforming to gender stereotype as a 
man.” During the trial, records reinforced that there was not one 
shred of evidence that any of Oiler’s out-of-work activities affected 
his ability to work. Nonetheless, the court ruled in Winn-Dixie’s 
favor, citing that there are no federal or state laws that protect the 
rights of “transgendered” employees. 


Working with a Team 


Although Winn-Dixie won at the trial, they experienced an after- 
math that they were not expecting. Many co-workers rallied behind 
Oiler, wondering if the company could do this to him, what might they 
do next? Certainly people understood that a company can fire anyone 
for any legal reason, but how much latitude should a company have in 
defining a “legal” reason? Could they fire an employee who drinks 
alcohol outside of work, views an “inappropriate” movie, or visits adult 
Web sites? What if one is arrested? Does that result in an automatic ter- 
mination? The answer is, it could—but there are consequences to this 
employer action. In such cases, companies have found that terminat- 
ing an employee for outside-of-work activities brings negative public- 
ity, lowers employee morale, and increases employee turnover. 


Questions: 


1. Do you believe Oiler’s employee rights were violated? Explain 
your position. 

2. What do you see as the consequences of organizations that 
punish employees for certain off-the-job behaviors? Explain. 

3. Would you consider Winn-Dixie an organization that exhibits 
characteristics of progressive discipline or the hot stove 
approach? Defend your position. 


DEALING IN GRAY AREAS 


Below are several scenarios and a number of alternatives. After read- 
ing each scenario, select the alternative you think best handles the 
situation. After completing the exercise, discuss your selections with 
a group of four to five students. Note where you agree on an alterna- 
tive and where you differ. Where differences exist, describe the differ- 
ences. Finally, as a group, reach consensus on an alternative. 


1. A co-worker, Brad, invites you to share a pizza for lunch on 
the outside picnic tables the company recently installed. After 
eating pizza, Brad lights a marijuana cigarette and asks if you 
would like your own or a share of his. You know that having 
or consuming drugs at the work site is a violation of policy 
and law, and you must decide whether to: 

a. Inform Brad’s supervisor, safety coordinator, or human 
resource manager of the incident. 

b. Tell Brad he shouldn’t smoke dope at work and encourage 
him to seek help such as the employee assistance program 
in the human resource department. 

c. Say nothing, excuse yourself, and hope that when Brad 
returns to work, his reflexes aren’t slowed, mental powers 
and perceptions aren’t lessened, or that he won’t become 
more forgetful and injure himself or someone else. 

d. Join Brad in prohibited behavior. 

e. Other (specify). 

2. You are completing an honesty test for a potential employer. 
The question “Have you ever knowingly stolen any item 
from an employer” is a tough one because you remember 
the time when you were working as a cashier in a grocery 
store and at break you and other cashiers would eat 


pieces of fruit that did not meet quality requirements of 

store policy. You would 

a. Check yes. 

b. Check no, rationalizing fruit consumption as an employee 
benefit. 

c. Reconsider working for a company that asks such 
questions on tests. 

d. Other (specify). 

3. Aco-worker shares that she recently logged into the database, 
printed the customer mailing list, then sold it to various list 
subscribers for her “petty cash fund,” because she didn’t get 
the raise increase she deserved. You 
a. Tella human resources staff member. 

b. Tell other co-workers. 
c. Wish she hadn’t told you and say nothing. 
d. Other (specify). 

4. You know that a co-worker uses, sells, and distributes drugs to 
other co-workers. You 
a. Tell human resources. 

b. Call the company security or the local police. 
c. Leave an anonymous message. 


d. Other (specify). 


In your group, in addition to considering these situations from 
the employee view, also consider management’s perspective—that is, 
how management can lower the probability that these types of ques- 
tionable employee behaviors would occur at work, and what actions 
management would like their employees to take if faced with any of 
these scenarios. 


Learning an HRM Skill GUIDELINES FOR COUNSELING EMPLOYEES 


About the skill: Disciplinary meetings often involve counseling 
employees to achieve better performance. No one set procedure 
addresses counseling employees, but we offer the following nine 


guidelines that you should consider following when faced with the 
need to counsel an employee.” 


Enhancing Your Communication Skills 


1. Document all problem performance behaviors. Document 
specific job behaviors such as absenteeism, lateness, and poor 
quality in terms of dates, times, and what happened. This pro- 


vides you with objective data. 

2. Deal with the employee objectively, fairly, and equitably. 
Treat each employee similarly. Issues discussed should focus 
on performance behaviors. 

3. Confront job performance issues only. Your main focus is 
on what affects performance. Even though it may be a per- 


sonal problem, you should not try to psychoanalyze the indi- 
vidual. Leave that to the trained specialists! You can, however, 


address how these behaviors are affecting the employee’s job 
performance. 


ger at an employee serves little useful purpose. If the employee 
could “fix” the problem alone, he or she probably would have. 


Help might be needed—yours and the organization’s. Offer 
this assistance where possible. 


5. Expect the employee to resist the feedback and become 


defensive. It is human nature to dislike constructive or 
negative feedback. Expect that the individual will be 
uncomfortable with the discussion. Make every effort, 


Enhancing Your Communication Skills 


1. Develop a two- to three-page report on how drug testing and 
drug information programs at work may discourage the sale 
and use of drugs in the workplace. 

2. Conduct some research on employee monitoring. In a three- to 
five-page writeup, describe ways that employers can monitor 
on-site employee behaviors. In your research, cite the benefits 
and drawbacks for companies from implementing such a 
practice. 


Offer assistance to help the employee. Just pointing the fin- 


3. 


4. 
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however, to keep the meeting calm so that the message can get 
across. Documentation, fairness, focusing on job behaviors, 
and offering assistance help reduce this defensiveness. 

Make sure the employee owns up to the problem. All 
things considered, the problem is not yours; it’s the 
employee’s. The employee needs to take responsibility for 
his or her behavior and begin to look for ways to correct the 
problem. 

Develop an action plan to correct performance. Once the 
employee has taken responsibility for the problem, develop a 
plan of action designed to correct the problem. Be specific as 
to what the employee must do (for example, what is expected 
and when it is expected), and what resources you are willing 
to commit to assist. 

Identify outcomes for failing to correct problems. You're 
there to help, not carry a poor performer forever. Inform the 
employee what the consequences will be if he or she does not 
follow the action plan. 

Monitor and control progress. Evaluate the employee’s 
progress. Provide frequent feedback on what you're observing. 
Reinforce good efforts. 


In two to three pages, develop arguments for and against 
using honesty tests in hiring. 

Provide an example where employee discipline was handled 
poorly. Explain what went wrong and write a scenario of how 
it could have been administered more appropriately. Consider 
presenting the “before” and “after” situations in a role play in 
front of your class. 
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Chapter 5 


Human Resource 
Planning and 
Job Analysis 


Learning Outcomes 


After reading this chapter, you will be able to 


1 Describe the importance of human resource planning. 


2 Define the steps involved in the human resource planning process. 

3 Explain what human resource information systems are used for. 

4 Define the term job analysis. 

5 Identify the six general techniques for obtaining job analysis information. 

6 Describe the steps involved in conducting the job analysis. 

7 Explain job descriptions, job specifications, and job evaluations. 

8 Identify elements of job enrichment that contribute to employee morale and 
productivity. 

9 Describe how job analysis permeates all aspects of HRM. 


10 Explain flexible scheduling alternatives. 


n 2002, Best Buy discovered some 

disturbing trends at their Min- 

neapolis area headquarters. They 
saw an increase in the number of people 
quitting and filing stress-related 
health claims. Employee surveys indi- 
cated that they didn’t think their 
supervisors trusted them to do their 
work and that someone was always 
looking over their shoulders. They 
weren't very happy or motivated. 

The problem landed on the desk of 
Cali Ressler, who managed Best Buy’s 
work/life balance program. Ressler con- 
sidered popular flexible work schedule 
options such as flextime and telecom- 
muting, but decided, along with Jody 
Thompson, who was working as a desig- 
nated “Change Agent” at Best Buy, that 
the problem demanded a bigger solu- 
tion. Ressler and Thompson created a 
way that workers at Best Buy’s head- 
quarters could be in control of their 
work and production. They devised a 
radical new program called “Results- 
Only Work Environment” or ROWE.! 

Employees who opt to sign on 
with ROWE are allowed to decide how, 
when, and where they work. They can 
work in the office, at home, in the 
park, a coffee shop, another country, 


wherever. Consider these examples: 


m= Employee relations manager 
Steve Hance participates in 
morning teleconferences from 
his fishing boat on a lake where 
he’s been since dawn.” 

E Jason Dehne jogs to his local 
coffee shop and takes calls there. 

E Marissa Plume does her best 
work at midnight in her home 
office.* 

m The CBS news program 
60 Minutes visited Best Buy 


headquarters and interviewed 
Chap Achen, a manager at 
BestBuy.com. When asked why 
his division looked like a ghost 
town, he replied, “Some folks 
literally don’t come in the 
office for weeks at a time.” 
When asked where a specific 
employee was, he had to admit 
he didn’t know and didn’t care. 
“I couldn’t tell you if he was in 
his basement or at a Starbucks 


š ‘ ‘ 4 
with a wireless connection.” 


Clearly, this isn’t an ordinary “work 
from home” program. It’s more like a 
“work from anywhere, anytime” pro- 
gram. An obvious concern is whether 
anything would get done in such a flexi- 
ble environment. The good news is yes, 
quite a bit gets done. Productivity at the 
headquarters has increased 41 percent 


and turnover has decreased 90 percent. 


(Source: Justin Sullivan Getty/Images, Inc.) 


Those savings are substantial consider- 
ing the estimated per-employee cost of 
turnover is $120,000. Among the 60 
percent of headquarters employees who 
signed on for ROWE, surveys report 
that they have better relationships with 
family and friends, feel more loyalty to 
the company, and feel more focused 
and energized about their work.° 

Best Buy is so happy with the 
results that they are recommending 
the program to other companies. It is 
even working at implementing a modi- 
fied version at its retail stores. 

Steve Hance, the manager who 
takes conference calls on his fishing 
boat, understands why people are 
skeptical of ROWE. “Being able to take 
an extra-long lunch or get off work 
early if you wanted—it sounded like 
utopia, but could people really do 
this?” He says, “As it turned out, they 


could.”® 
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human resource planning 
Process of determining an organiza- 
tion's human resource needs. 


mission statement 
A brief statement of the reason an 
organization is in business. 
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Introduction 


Best Buy clearly understands that change is necessary in a successful organization. The 
radical workplace changes implemented with the Results-Only Work Environment 
(ROWE) from the chapter opening example were in deliberate response to an urgent 
need. Best Buy leadership recognized that morale and productivity suffer when employees 
are unhappy, feel they have little control over their work, and want to be measured by their 
results. After they decided that ROWE was the solution, Best Buy went through extensive 
planning and training before implementing the program in their 4,000-employee 
headquarters. 

Consider the results of making a decision without planning how to implement it. 
Think about the last time you took a vacation. For example, if you live in Frostburg, 
Maryland, and decide to go to a Florida beach for two weeks in the summer, you need to 
decide specifically what beach—Daytona or Fort Lauderdale—you want to go to and the 
best route you can take. Will you drive or will you fly? Will you rent a hotel room or stay 
with a friend? In an elementary form, this is what planning is all about—knowing where 
you are going and how you are going to get there. The same holds true for human 
resource management. 

Whenever an organization is in the process of determining its human resource 
needs, it is engaged in a process we call human resource planning. Human resource 
planning is one of the most important elements in a successful HRM program because 
it is a process by which an organization ensures that it has the right number and kinds 
of people at the right place, at the right time, capable of effectively and efficiently com- 
pleting those tasks that will help the organization achieve its overall strategic objec- 
tives.” Employment planning, then, ultimately translates the organization’s overall 
goals into the number and types of workers needed to meet those goals.® Without clear- 
cut planning, and a direct linkage to the organization’s strategic direction, estimations 
of an organization’s human resource needs are reduced to mere guesswork that may 
well fall short of the organization’s actual needs. 

This means that employment planning cannot exist in isolation. It must be linked 
to the organization’s overall strategy.” Just a few decades ago, outside of the firm’s top 
executives, few employees in a typical firm really knew about the company’s long-range 
objectives. The strategic efforts were often no more than an educated guess in determin- 
ing the organization’s direction. But things are different today. Aggressive domestic and 
global competition, for instance, have made strategic planning virtually mandatory. 
Although it’s not our intention to go into every detail of the strategic planning process 
in this chapter, senior HRM officials need to understand it because they’re playing a 
more vital role in the strategic process. +° Let’s look at a fundamental strategic planning 
process in an organization. 


An Organizational Framework 


The strategic planning process in an organization is both long and continuous.!! At 
the beginning of the process, the organization’s main emphasis is to determine what 
business it is in. This is commonly referred to as developing the mission statement. 
Defining the organization’s mission forces key decision makers to identify the scope 
of its products or services carefully.'? For example, the business magazine Fast Company 
established its mission and set its sights “to chronicle the epic changes sweeping 
across business and to equip readers with the ideas, tools, and tactics that they need 
to thrive.”!? 


ake, for instance, Google’s mission state- 
ment: “organize the world’s information and make it universally accessible and useful.” 


The mission statement clarifies for all organizational members exactly what the com- 
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pany is about. Google decision makers would know that any effort to expand the com- 
pany by providing wireless service is inconsistent with the mission. Or is it? 

Mission statements are not written in stone and at any time, after careful study and 
deliberation, they can be changed. For example, the March of Dimes was originally 
created to facilitate the cure of infantile paralysis (polio). When polio was essentially 
eradicated in the 1950s, the organization redefined its mission as seeking cures for chil- 
dren’s diseases. Kodak went from being one of the world’s largest manufacturers of 
photographic film and processing to a leader in digital imaging. IBM went from being 
the world’s largest producer of personal and mainframe computers to offering consult- 
ing, hosting, and business services. 

What if in the near future, most of us used handheld wireless devices to access the 
Internet and Google? Then Google may need to adapt and provide wireless devices to 
fulfill its mission. Nonetheless, the need to specifically define an organization’s line of 
business is critical to its survival. 


tives are broad statements that establish targets the organization will achieve. After these 
goals are set, the next step in the strategic planning process begins—the corporate assess- 
ment. During this phase, a company begins to analyze its goals in terms of whether they 


can be achieved with the current organizational resources. Many factors are considered in 
the company’s analysis: its current strategies, its external environment, its strengths and 
weaknesses, and its opportunities and threats. This is commonly referred to as a gap or 
SWOT (strengths, weaknesses, opportunities, and threats) analysis. The company 
begins to look at what skills, knowledge, and abilities are available internally, and where 
shortages in terms of people skills or equipment may exist (see Ethical Issues in HRM). 

This analysis forces management to recognize that every organization, no matter 
how large and powerful, is constrained in some way by the resources and skills it has 
available. For example, although Wal-Mart seems large enough to provide nearly any 
product or service, they are pretty unlikely to produce or sell cars any time soon. Their 
expertise and strength is in efficiently providing smaller consumer goods at a low cost. 
Cars would require different distribution channels and considerable investment in 
product development. Their business model is much better suited to providing auto- 
motive service, not the actual car itself. 

The SWOT analysis should lead to a clear assessment of the organization’s internal 
resources—such as capital, worker skills, patents, and the like. It should also indicate 
organizational departmental abilities, such as training and development, marketing, 
accounting, human resources, research and development, and management informa- 
tion systems. An organization’s best attributes and abilities are called its strengths. 
And any of those strengths that represent unique skills or resources that can determine 
the organization’s competitive edge form its core competency. On the other hand, if a 
firm lacks resources in a certain area or if there are some activities it performs poorly, 
these are considered weaknesses. This SWOT analysis phase of the strategic planning 
process cannot be overstated; it serves as the link between the organization’s goals and 
ensuring that the company can meet its objectives—that is, establishes the direction of 
the company through strategic planning. 

The company must determine what jobs need to be done and how many and 
what types of workers will be required for those jobs. In management terminology, we 
call this organizing. Thus, establishing the structure of the organization assists in 
determining the skills, knowledge, and abilities required of job holders. Only at this 
point do we begin to look at people to meet these criteria. And that’s where HRM 
comes into play. To determine what skills are needed, HRM conducts a job analysis. 
Exhibit 5-1 is a simplistic graphic representation of the job analysis process. The key 
message in Exhibit 5-1 is that all jobs in the organization ultimately must be tied to 
the company’s mission and strategic direction. Unless jobs can be linked to the 
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Options 


How did Internet search engine Google 
go from being a start-up company in 
1998 to a household word? Maybe the 
answer lies in their mission statement: 
Google's mission is to organize the 
world’s information and make it 
universally accessible and useful. 

(Source: Jeff J. Mitchell/Getty Images, Inc.) 


SWOT analysis 
A process for determining an organiza- 
tion’s strengths, weaknesses, opportu- 
nities, and threats. 


strengths 
An organization’s best attributes and 
abilities. 


core competency 
Organizational strengths that repre- 
sent unique skills or resources. 


weaknesses 
Resources an organization lacks or 
activities it does poorly. 
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S Exhibit 5-1 Mission 
The Strategic Direction—Human 
Resource Linkage i} 


The organization's mission guides all Objectives and goals 
strategy and structure. The link between 
the mission and the work people do I 
should be clear on every level. 


Strategy 


| 


Structure 


l 


People 


Chapter 5 Human Resource Planning and Job Analysis 


Determining what business 
the organization will be in 


Setting goals and objectives 


Determining how goals and 
objectives will be attained 


Determining what jobs need 
to be done and by whom 


Matching skills, knowledge, 
and abilities to required jobs 


organization’s strategic goals, these goals become a moving target. Its no wonder, 
then, that employment planning has become more critical in organizations. Let’s 
look at how human resource planning operates within the strategic planning process. 


ETHICAL ISSUES IN HRM 


Competitive Intelligence 


One of the fastest growing areas of a SWOT analy- 

sis is competitive intelligence.’ It seeks basic infor- 

mation about competitors: Who are they? What are 

they doing? How will what they are doing affect us? 

Many who study competitive intelligence suggest 
that most of the competitor-related information an organization 
needs to make crucial strategic decisions is available and accessible 
to the public.'® In other words, competitive intelligence isn’t orga- 
nizational espionage. Advertisements, promotional materials, 
press releases, reports filed with government agencies, annual re- 
ports, want ads, newspaper reports, information on the Internet, 
and industry studies are readily accessible sources of information. 
Specific information on an industry and associated organizations 
is increasingly available through electronic databases. Managers 
can literally tap into a wealth of competitive information by pur- 
chasing access to databases sold by companies such as Nexus and 
Knight-Ridder—or obtained free through information on corpo- 
rate or the Securities and Exchange Commission Web sites. Trade 
shows and the debriefing of your own sales staff can be good 
sources of information on competitors. Many organizations 
even regularly buy competitors’ products and ask their own 
employees to use and evaluate them to learn about new technical 
innovations. 

The techniques and sources listed can reveal various issues 
and concerns that can affect an organization, but in a global 
business environment, environmental scanning and obtaining 
competitive intelligence are more complex. Because global scan- 
ning must gather information from around the world, many of 
the previously mentioned information sources may be too lim- 
ited. One means of overcoming this difficulty is for manage- 
ment to subscribe to news services that review newspapers and 
magazines from around the globe and provide summaries to 
client companies. But even with the best information available, 
sometimes “intelligence” is overlooked. At AT&T, for instance, 


company officials failure to truly understand the ins and outs 
of the cable industry led to the company abandoning its goal to 
deliver digital services over cable lines. AT&T officials were 
forced to sell off its AT&T Broadband division—giving up on 
their nearly five-year venture. 

Most individuals do understand the difference between 
what is legal and what’s not. That’s not the issue. Rather, while 
some competitive intelligence activities may be legal, are they 
ethical? Consider the following scenarios: 


1. You obtain copies of lawsuits and civil cases that have been 
filed against a competitor. Although the information is pub- 
lic, you use some of the surprising findings against your 
competitor in bidding for a job. 

2. You pretend to be a journalist writing a story about the 
company. You call company officials and seek responses to 
some specific questions regarding the company’s plans for 
the future. You use this information in designing a strategy 
to better compete with this company. 

3. You apply for a job with one of your competitors. During the 
job interview you ask specific questions about the company 
and its direction. You then report what you’ve learned to your 
employer. 

4. You dig through a competitor’s trash and find some sensi- 
tive correspondence about a new product release. You use 
this information to launch your competing product before 
your competitor’s. 

5. You purchase some stock in your competitor’s company so 
that you'll receive the annual report and other company 
information. You use this information to your advantage in 
developing your marketing plan. 


Which, if any, of these actions are unethical? Defend your 
position. What ethical guidelines would you suggest for com- 
petitive intelligence activities? Explain. 


Linking Organizational Strategy to Human Resource Planning 


Linking Organizational Strategy 
to Human Resource Planning 


To ensure that appropriate personnel are available to meet the requirements set during 
the strategic planning process, human resource managers engage in employment plan- 
ning. The purpose of this planning effort is to determine what HRM requirements exist 
for current and future supplies and demands for workers.'* For example, if a company 
has set as one of its goals to expand its production capabilities over the next five years, 
such action will require that skilled employees be available to handle the jobs. After this 
assessment, employment planning matches the supplies and demands for labor, and 
supports the people component. 


Assessing Current Human Resources 


Assessing current human resources begins by developing a profile of the organization’s 
current employees. This internal analysis includes information about the workers and 
the skills they currently possess. In an era of sophisticated human resource information 
systems software (HRIS), it is not too difficult for most organizations to generate an 
effective and detailed human resources inventory report. The input to this report would 
be derived from forms completed by employees and checked by supervisors. Such 
reports would include a complete list of all employees by name, education, training, 
prior employment, current position, performance ratings, salary level, languages spo- 
ken, capabilities, and specialized skills. For example, if internal translators were needed 
for suppliers, customers, or employee assistance, a contact list could be developed. 

From a planning viewpoint, this input is valuable in determining what skills are 
currently available in the organization. The inventory serves as a guide for supporting 
new organizational pursuits or in altering the organization’s strategic direction. This 
report also has value in other HRM activities, such as selecting individuals for training 
and development, promotion, and transfers. The completed profile of the human 
resources inventory can also provide crucial information for identifying current or 
future threats to the organization’s ability to successfully meet its goals. The organiza- 
tion can use the information from the inventory to identify specific variables that may 
have a particular relationship, for example, to training needs, productivity improve- 
ments, or succession planning. An inventory might reveal poor customer service skills— 
a threat that can adversely affect the organization’s performance if it begins to permeate 
the entire organization. 

Identifying employees and their skills is important, but one must also recognize 
that keeping them in the organization is crucial. With less employee loyalty in existence 
in today’s organizations, HRM must find ways to ensure that employees are retained. 
Frequently called employee retention, HRM must lead the way to help managers under- 
stand that they play a critical role in retaining workers, that their actions can go a long 
way to either stimulate or reduce employee turnover.” It is estimated that about 75 per- 
cent of the reasons employees quit their jobs and leave organizations are within the con- 
trol of managers, such as being honest with employees, giving them challenging work, 
and recognizing them for their performance.”° 


Human Resource Information Systems To assist in the HR inventory, organiza- 
tions have implemented a human resource information system (HRIS). The HRIS 
(sometimes referred to as a human resource management system [HRMS)]) is designed 
to quickly fulfill the HRM informational needs of the organization. The HRIS is a data- 
base system that keeps important information about employees in a central and acces- 
sible location—even information on the global workforce. When such information is 
required, the data can be retrieved and used to facilitate employment planning deci- 
sions. Its technical potential permits the organization to track most information about 
employees and jobs and to retrieve that information when needed. In many cases, this 
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How well trained are these workers for 
tomorrow's work? That's a question HRM 
must assess, as its answers will affect the 
need for human resources. HRM must 
ensure that employees are properly 
prepared to do the work needed so that 
organizational performance does not 
falter. (Source: Manchan/Photodisc/Getty 
Images, Inc.) 


human resource information 
system (HRIS) 

A computerized system that assists in 
the processing of HRM information. 
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replacement chart 

HRM organizational charts indicating 
positions that may become vacant in 
the near future and the individuals 
who may fill the vacancies. 


Exhibit 5-2 

Sample Replacement Chart 
Individuals who have skills and experience 
to replace the company president 

are identified and evaluated for 

this replacement chart. 
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information can help an organization gain a competitive advantage (see SWOT analy- 
sis discussed earlier in this chapter).*‘ An HRIS may also be used to help track EEO 
data.” 

HRISs have become valuable resources for HR professionals.” This is essentially 
due to the recognition that management needs timely information on its people, and 
these systems can provide significant cost savings.” Additionally, HRISs have become 
very user-friendly and provide quick and responsive reports—especially when linked to 
the organization’s management information system. Moreover, systems today can 
streamline certain HRM processes, such as having employees select their employee ben- 
efits online during a period called open enrollment.”° 

At a time when quick analysis of an organization’s human resources is critical, the 
HRIS is filling a void in the human resource planning process. With information read- 
ily available, organizations are in a better position to quickly move forward in achieving 
their organizational goals.”° Additionally, the HRIS is useful in other aspects of human 
resource management, such as providing data support for compensation and benefits 


programs, as well as providing a necessary link to corporate payroll.”” 


Succession Planning In addition to the computerized HRIS system, some organiza- 
tions also generate a separate management inventory report. This report, typically 
called a replacement chart, covers individuals in middle- to upper-level management 
positions. In an effort to facilitate succession planning**—ensuring that another indi- 
vidual is ready to move into a position of higher responsibility—the replacement chart 
highlights those positions that may become vacant in the near future due to retire- 
ments, promotions, transfers, resignations, or even upon the death of the incumbent.”” 
Not only is this useful for planning purposes, research suggests that in organizations 
where succession planning efforts occur, employee morale is increased by 25 percent.°° 

Against this list of positions is placed each individual manager’s skills inventory to 
determine if there is sufficient managerial talent to cover potential future vacancies. 
This “readiness” chart gives management an indication of time frames for succession, 
as well as helping spot any skill shortages.*! Should skill shortages exist, HRM can 
either recruit new employees or intensify employee development efforts. At Intel, for 
example, succession starts shortly after an individual is hired. Employees marked for 
promotions are coached on management activities and are extensively trained to 
assume positions of greater responsibility.°” 

Replacement charts look similar to traditional organizational charts. Incumbents 
are listed in their positions, and those individuals targeted to replace them are listed 
beneath with the expected time in which they will be prepared to take on the needed 
responsibility. We have provided a sample replacement chart in Exhibit 5-2. 


Carolyn Roberts 
Current position: President 
Age: 64 
Expected replacement needed: 1 year 
Education: Master's in taxation 
Experience: 27 years of financial operations 


Potential Ready in 
Beth Harper Medium 8 months 
Carlos Hernandez Medium 2.5 years 
Gus Brame High 14 months 


Beth Harper 
Current position: Vice President, Marketing 
Expected replacement needed: 1 year 
Experience: 17 years in marketing management 


Possible replacement Potential Ready in 
Rick Sapp Low 2.5 years 
Charese Singleton Medium 3.0 years 


Gus Brame 
Current position: Vice President and Corporate Counsel 
Expected replacement needed: 11 months 
Experience: 23 years as an attorney 


Carlos Hernandez 
Current position: Vice President, Human Resources 
Expected replacement needed: 7 years 
Experience: 18 years in human resources management 


Possible replacement Potential Ready in Possible replacement Potential Ready 
Bill McGregor High 2.75 years Kelly Williams High Immediately 
Eric Hayden Medium 5.50 years No other candidate 


Linking Organizational Strategy to Human Resource Planning 


Determining the Demand for Labor 


Once an assessment of the organization’s current human resources situation has been 
made and the future direction of the organization has been considered, it’s time to 
develop a projection of future human resource needs. This means performing a year-by- 
year analysis for every significant job level and type. In effect, the result is a human 
resource inventory covering specified years into the future. These pro forma inventories 
obviously must be comprehensive and therefore are complex. Organizations usually 
require a diverse mix of people. That’s because employees are not perfectly substitutable 
for one another within an organization. For example, in early 2008, Harley Davidson 
experienced labor shortages in critical fields such as engineers, material planners, mar- 
keting, and supply chain analysts, while at the same time experiencing an oversupply of 
production workers and a need to cut the overall workforce.*? 

Accurate estimates of future demands in both qualitative and quantitative terms 
require additional information to determine that, for example, in the next twenty-four 
months, an organization will need to hire eighty-five additional individuals. It is neces- 
sary to know what types of employees, in terms of skills, knowledge, and abilities, are 
required. Remember, these skills, knowledge, and abilities are determined based on the 
jobs required to meet the strategic direction of the organization. Accordingly, our fore- 
casting methods must allow for the recognition of specific job needs as well as the total 
number of vacancies. 


Predicting the Future Labor Supply 


Estimating changes in internal supply requires HRM to look at those 
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factors that can either increase or decrease its employee base. As previ- Forecasting methods must allow for the 


ously noted in the discussion on estimating demand, forecasting of 
supply must also concern itself with the micro, or unit, level. For exam- 
ple, if one individual in Department X is transferred to a position in 
Department Y, and an individual in Department Y is transferred to a 
position in Department X, the net effect on the organization is zero. However, if only 
one individual is initially involved—say, promoted and sent to another location in the 
company—only through effective human resource planning can a competent replace- 
ment be available to fill the position vacated by the departing employee. An increase 
in the supply of any unit’s human resources can come from a combination of four 
sources: new hires, contingent workers, transfers in, or individuals returning from a 
leave of absence. The task of predicting these new inputs can range from simple to 
complex.** 

Decreases in the internal supply can come about through retirements, dismissals, 
transfers out of the unit, layoffs, voluntary quits, sabbaticals, prolonged illnesses, or 
deaths. Some of these occurrences are obviously easier to predict than others. The easi- 
est to forecast are retirements, assuming that employees typically retire after a certain 
length of service and the fact that most organizations require some advance notice of 
one’s retirement intent. Given a history of the organization, HRM can predict with 
some accuracy how many retirements will occur over a given time period. Remember, 
however, that retirement, for the most part, is voluntary. Under the Age Discrimination 
in Employment Act, an organization cannot force employees to retire, with the excep- 
tion of airline pilots who must retire at age 65. 

At the other extreme, voluntary resignations, prolonged illnesses, and deaths are 
difficult to predict—if not impossible. Deaths of employees are the most difficult to 
forecast because they are often unexpected. Although Southwest Airlines or Nokia can 
use probability statistics to estimate the number of deaths that will occur among its 
employee population, such techniques are useless for forecasting in small organiza- 
tions or estimating the exact positions that will be affected in large ones. Voluntary res- 
ignations can also be predicted by utilizing probabilities when the population size is 
large. In a company like Microsoft, managers can estimate the approximate number of 


recognition of specific jobs as well as the 


total number of vacancies. 
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The days of going to work for a company 
and remaining there for the next forty 
years are all but gone. Layoffs have 
become a common way for companies to 
restructure in order to become profitable 
again. During November and December 
of 2008 alone, U.S. companies 
announced layoffs totaling nearly a 
quarter of a million jobs in response to 

a sharp downturn in the economy. 
Companies affected included Bank of 
America, Ford, AT&T, Mattel, and 
Anheuser-Busch among many others. 

The largest came from Citigroup with the 
announcement of a staggering 52,000 
jobs lost. Although it’s one of the 
toughest of HR tasks to undertake, 
downsizing is a natural phenomenon in 
contemporary organizations. (Source: 
Adam Rountree/AP/Wide World Photos) 
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voluntary resignations during any given year. In a department consisting of two or 
three workers, however, probability estimation is meaningless. Weak predictive ability 
in small units is unfortunate, too, because voluntary resignations typically have the 
greatest impact on such units. 

In between the extremes—transfers, layoffs, sabbaticals, and dismissals—forecasts 
within reasonable limits of accuracy can be made. All four of these types of action are 
controllable by management—that is, they are either initiated by management or are 
within management’s veto prerogative—and so each type can be reasonably predicted. Of 
the four, transfers out of a unit, such as lateral moves, demotions, or promotions, are 
the most difficult to predict because they depend on openings in other units. Layoffs 
are more controllable and anticipated by management, especially in the short run. Sab- 
baticals, too, are reasonably easy to forecast, since most organizations’ sabbatical poli- 
cies require a reasonable lead time between request and initiation of the leave. Surprises 
do happen, requiring HR to act quickly. For example, in 2008, Best Buy was forced to 
react quickly as the economic downturn dramatically reduced sales. They responded by 
offering a voluntary severance package to nearly all of the 4,000 employees at their Min- 
neapolis area headquarters. The offer was accepted by 500 employees. 

Dismissals based on inadequate job performance can usually be forecast with the 
same method as voluntary resignations, using probabilities where large numbers of 
employees are involved. Additionally, performance evaluation reports are usually a reli- 
able source for isolating the number of individuals whose employment might have to 
be terminated at a particular point in time due to unsatisfactory work performance. 


Where Will We Find Workers? 


The previous discussion on supply considered internal factors. We will now review 
those factors outside the organization that influence the supply of available workers. 
Recent graduates from schools and colleges expand the supply of available human 
resources. This market is vast and includes high school and college graduates, as well as 
those who received highly specialized training through an alternative supplier of job 
skills training. Entrants to the workforce from sources other than schools may also 
include men and women seeking full- or part-time work, students seeking work to pay 
for their education or support themselves while in school, employees returning from 
military service, job seekers who have been recently laid off, and so on. Migration into a 
community may also increase the number of individuals seeking employment oppor- 
tunities and accordingly represent another source for the organization to consider as 
potential additions to its labor supply. 

It should be noted that consideration of only these previously identified supply 
sources tends to understate the potential labor supply because many people can be 
retrained through formal or on-the-job training. Therefore, the potential supply can 
differ from what one might conclude by looking only at the obvious sources of supply. 
For example, with additional training, a sales representative can become qualified to 
perform the tasks of a district sales manager; thus, an organization having difficulty 
securing individuals with skills and experience in sales management should consider 
those candidates who have had recent sales or similar experience and are interested in 
being managers. In similar fashion, the potential supply for many other jobs can be 


expanded. 


Matching Labor Demand and Supply 


The objective of employment planning is to bring together the forecasts of future 
demand for workers and the supply for human resources, both current and future. The 
result of this effort is to pinpoint shortages both in number and in kind, to highlight 
areas where overstaffing may exist (now or in the near future), and to keep abreast of 
the opportunities existing in the labor market to hire qualified employees—either to 
satisfy current needs or to stockpile potential candidates for the future. 


Linking Organizational Strategy to Human Resource Planning 


Special attention must be paid to determining shortages. Should an organization 
find that the demand for human resources could possibly increase in the future, it must 
be prepared to hire or contract with additional staff or transfer people within the orga- 
nization, or both, to balance the numbers, skills, mix, and quality of its human 
resources. An often overlooked action, but one that may be necessary because of inade- 
quate availability of human resources, is to change the organization’s objectives. Just as 
inadequate financial resources can restrict the growth and opportunities available to an 
organization, the shortage of the right types of employees can also act as such a con- 
straint, even leading to changing the organization’s objectives. 

When dealing with employment planning, another outcome is also likely: the exis- 
tence of an oversupply. An organization may have too many employees or employees 
with the wrong skills. When this happens, HRM must undertake the difficult task of 
laying off workers. Layoffs might occur as a result of financial difficulty, mergers, plant 
closings, offshoring, changes in technology that replace workers, or organizational 
restructuring. It is estimated that over 50 percent of employees have experienced a lay- 
off due to downsizing or restructuring at some point in their careers.” 

The decision of who to dismiss is a difficult one. The decision may be based on 
seniority, job performance, or the position with the organization. If a union is present, 
there will usually be an agreement to make the decision based on seniority with the 
most recent hires being laid off first. 

Downsizing is not without cost. In addition to severance package costs, the 
remaining employees may suffer low morale and productivity for many reasons: 


m They may feel survivor guilt after their co-workers have lost their jobs. 

m They may feel insecurity because of a belief they are next in line to go. 

E Increased workload may result from the same amount of work being distributed 
to fewer employees. 

m Valued employees may leave to seek opportunities at organizations they consider 
to be more stable. 

E Organizational culture may suffer if fewer people within the organization are 
able to pass on “the way we do things here.” 


One company’s loss may become another’s hiring opportunity. For example, finan- 
cial services workers left jobless during the financial crisis in 2008 have been highly 
sought after by companies such as MassMutual”® that value their transferable skills such 
as project management, IT, sales, and marketing. The downturn in the housing industry 
has been beneficial for companies like Home Depot that are able to hire construction and 
skilled trade workers with valuable construction expertise as sales associates. 

Corporate strategic and employment planning are two critically linked processes; 
one cannot survive without the other. Accordingly, to perform both properly requires a 
blending of activities. We have portrayed these linkages in Exhibit 5-3. 


Demand for labor 


Exhibit 5-3 


119 


Employment Planning and the 


Strategic Planning Process 


The organizational mission is the guide 


for organizational strategy. HR then 


analyzes the tasks to be done and how to 
organize those tasks into jobs. The next 
step is to determine how many workers 
are necessary to fill those jobs and the 


skills they will need. If the supply of 


workers exceeds the number necessary, 
HR must “decruit” or reduce the number 
of workers. If the supply of workers is 


less than the number necessary, HR 


must recruit more workers to fulfill the 


organizational mission. 


Outcomes 


ee 


Assess current 


Demand exceeds 


> Recruitment 


job analysis 


Define Establish human resources Compare demand supply 
organization —> corporate goals =| ---------- for and supply of 
mission and objectives HRMS: human resources EN Supply exceeds 


demand 


i 


Supply of 
human resources 


> Decruitment 
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job analysis 

Provides information about jobs cur- 
rently being done and the knowledge, 
skills, and abilities that individuals 
need to perform the jobs adequately. 


observation method 

A job analysis technique in which data 
are gathered by watching employees 
work. 


individual interview method 
Meeting with an employee to deter- 
mine what his or her job entails. 


group interview method 
Meeting with a number of employees 
to collectively determine what their 
jobs entail. 


structured questionnaire 
method 

A specifically designed questionnaire 
on which employees rate tasks they 
perform in their jobs. 


technical conference method 
A job analysis technique that involves 
extensive input from the employee's 
supervisor. 


Chapter 5 Human Resource Planning and Job Analysis 


Job Analysis 


Consider this example: Clarke and Associates, a strategic management services com- 
pany, has a client with a 65 percent turnover of sales professionals over the past eigh- 
teen months. An analysis of the resignations indicated that the average length of stay 
has been only nine months. Perplexed by this dilemma and the resulting loss to pro- 
ductivity and revenue, consultants from Clarke recommended an investigation to find 
out why such high turnover levels exist. 

The complex investigation partly involved contacting most of the individuals who 
resigned to ask them why they quit. Responses indicated that what they were hired to 
do often differed substantially from what they were required to do. The actual work 
required different skills and aptitudes. Many quit in frustration and fear that they 
would not be able to meet job goals. They believed this might lead to a firing that would 
look bad on their resume. 

Unfortunately, the company’s training costs over the past three years ran approxi- 
mately 300 percent over budget. When one senior manager was asked what made it so 
difficult to properly match the job requirements with people skills, she had no answer. 
No one in the organization had taken the time to find out what the jobs were all about. 
In other words, the job analysis process was lacking. 

A job analysis is a systematic exploration of the activities within a job. It is a tech- 
nical procedure used to define a job’s duties, responsibilities, and accountabilities. This 
analysis “involves the identification and description of what is happening on the job 
accurately and precisely identifying the required tasks, the knowledge, and the skills 
necessary for performing them, and the conditions under which they must be per- 
formed.”*” Let’s explore how this can be achieved. 


Job Analysis Methods 


The basic methods by which HRM can determine job elements and the essential knowl- 
edge, skills, and abilities for successful performance include the following. 


Observation Method Using the observation method, a job analyst watches employ- 
ees directly or reviews films of workers on the job. Although the observation method 
provides firsthand information, workers rarely function most efficiently when they are 
being watched, and thus distortions in the job analysis can occur. This method also 
requires that the entire range of activities be observable, which is possible with some 
jobs, but impossible for many others—for example, most managerial jobs. 


Individual Interview Method The individual interview method assembles a team 
of job incumbents for extensive individual interviews. The results of these interviews 
are combined into a single job analysis. This method is effective for assessing what a job 
entails. Involving employees in the job analysis is essential. 


Group Interview Method The group interview method is similar to the individual 
interview method except that job incumbents are interviewed simultaneously. Accuracy 
is increased in assessing jobs, but group dynamics may hinder its effectiveness. 


Structured Questionnaire Method The structured questionnaire method gives 
workers a specifically designed questionnaire on which they check or rate items they 
perform in their job from a long list of possible task items. This technique is excellent 
for gathering information about jobs. However, exceptions to a job may be overlooked, 
and opportunity may be lacking to ask follow-up questions or to clarify the informa- 
tion received. 


Technical Conference Method The technical conference method uses supervisors 
with extensive knowledge of the job, frequently called subject matter experts. Here, specific 
job characteristics are obtained from the experts. Although a good data-gathering method, 
it often overlooks the incumbent workers’ perceptions about what they do on their job.°8 
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Understand the purpose Exhibit 5-4 
of the job analysis Steps in a Job Analysis 
: Job analysis begins with a clear 
Review draft understanding of the job and its link 
with supervisor Understand the roles of A nig 
jobs in the organization to organizational strategy. HR next deter- 
mines the tasks necessary to successfully 
Develop draft l complete the job, then determines the 


skills necessary to complete those tasks. 
Workers and supervisors need to be 
involved in the process. 


| Benchmark positions 


Seek clarification 


Determine how to collect 
job analysis information 


diary method 

Diary Method The diary method requires job incumbents to record their daily activ- A job analysis method requiring 
ities. This is the most time consuming of the job analysis methods and may extend over job incumbents to record their daily 
long periods of time—all adding to its cost. activities. 

These six methods are not mutually exclusive; nor is one method universally supe- 
rior. Even obtaining job information from incumbents can create a problem, especially 
if these individuals describe what they think they should be doing rather than what 
they actually do. The best results, then, are usually achieved with some combination of 
methods—with information provided by individual employees, their immediate super- 
visors, a professional analyst, or an unobtrusive source such as filmed observations. 

There are several steps involved in conducting the job analysis. We've listed them in 
Exhibit 5-4. 


Structured Job Analysis Techniques 


Now realizing that job analysis data can be collected in several ways, and that we can 
follow a process to do the work, let us consider other notable job analysis processes. 
These are the Department of Labor’s O* NET Content Model and the Position Analysis 
Questionnaire. 


O*NET and the Department of Labor Have you ever written a report on a potential 
career you are considering? You may have referenced the Dictionary of Occupational Titles 
(DOT), published by the U.S. Department of Labor or DOL. The Department of Labor 
recognized that the DOT and the job analysis and categories it used were based on sta- 
ble workforce requirements and a foundation in manufacturing that didn’t apply well 
to the service-based economy and emphasis on technical skills that emerged in the 
1990s. They responded by replacing the DOT with the Occupational Information Net- 
work or O*NET in 1998. O*NET provides even more information to students needing 
career research to write reports and to HR professionals who want updated information 
on job requirements for job analysis. 

The O*NET database contains information on hundreds of careers, and is contin- 
ually updated and provided online at no cost. Careers are categorized using the Standard 
Occupational Classification (SOC), which is used by government and industry. These 
upgrades to the nation’s database of job information were necessary because of new 
workforce requirements, including changes in technology, society, law, growth in the 
service sector, or business practices that are leading to new and emerging occupations 
such as those involved in new technology or global business. 

The heart of O*NET is the Content Model (see Exhibit 5-5), which describes the dif- 
ferent mix of knowledge, skills, and abilities necessary and the activities and tasks per- 
formed. These are categorized in six domains that describe the day-to-day aspects of the 
job and the qualifications and interests of the typical worker. These include: 


Worker Characteristics that influence the ability to learn and perform the neces- 
sary tasks. These categories include: abilities, occupational interests, work values, 
and work styles. 
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Worker-oriented 


Worker Worker Experience 
Characteristics Requirements Requirements 


Occupational Occupation-Specific 


Requirements Workfor Information 
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Exhibit 5-5 

Department of Labor O*NET 

Job Content Model 

The O*Net Content Model provides a 
detailed description of the knowledge, 
skills, and abilities that a worker will need 
to perform the everyday tasks of a job. 


O*Net replaced the popular Dictionary of an : : ats 5 Á 
Occupational Titles (DOT). work activities. These include: experience and training, basic and cross-functional 


skills necessary for entry level, and licensing or certificates necessary. 
Occupation-Specific Information that applies to the job such as tasks or neces- 
sary tools and technology. 

Workforce Characteristics that describe the labor market, wages, and outlook for 
future employment opportunities. 

Occupational Requirements that explain detailed occupational requirements 
such as general and detailed work activities or behaviors, descriptions of the 
type of organization that usually employs this occupation, or the context of the 


Worker Requirements describing the attributes workers need to acquire through 
experience and education, including: basic skills, cross-functional skills, knowl- 
edge, and education. 

Experience Requirements related to previous work experience and influencing 


work.*? 
Position Analysis Questionnaire 
(PAQ) Position Analysis Questionnaire Developed by researchers at Purdue University, 
A job analysis technique that rates jobs the Position Analysis Questionnaire (PAQ) generates job requirement information 
on elements in six activity categories. applicable to all types of jobs. In contrast to the DOL approach, the PAQ presents a 


more quantitative and finely tuned description of jobs. The PAQ procedure involves 
“194 elements that are grouped within six major divisions and 28 sections”*° (see 
Exhibit 5-6). 

The PAQ allows HRM to scientifically and quantitatively group interrelated job ele- 
ments into job dimensions. This, in turn, should allow jobs to be compared with each 
other. However, research on the PAQ’s usefulness is suspect. For the most part, it 
appears more applicable to higher-level, professional jobs, possibly because of the 
advanced reading level necessary to complete the questionnaire. 


Job Analysis 


1. Information input: 


Where and how does the worker get the 


information he or she uses on the job? 55 
2. Mental processes: What reasoning, decision making, 

planning, etc., are involved in the job? 14 
3. Work output: What physical activities does the worker perform 

and what tools or devices are used? 49 
4. Relationships with other people: What relationships with 

other people are required in the job? 36 
5. Job context: In what physical and social contexts is the 

work performed? 19 
6. Other job characteristics: What special attributes exist on 

this job (e.g., schedule, responsibilities, pay)? 41 


Source: Reprinted with permission from the Position Analysis Questionnaire, Copyright 1969, Purdue 
Research Foundation. 


Purpose of Job Analysis 


No matter what method you use to gather data, the information amassed and written 
down from the conceptual, analytical job analysis process generates three tangible out- 
comes: job descriptions, job specifications, and job evaluation. Let’s look at them more 
closely. 


Job Descriptions A job description is a written statement of what the jobholder 
does, how it is done, under what conditions, and why (see Exhibit 5-7). It should accu- 
rately portray job content, environment, and conditions of employment. Although 
there is no standard format for job descriptions, a common format for a job description 
includes: 


E Job title usually describes the job and hints at the nature and duties of the job. 

E Job identification section includes the department location of the job, who the 
person reports to, a job identification code, which is sometimes the O*NET 
code, and the date the description was last revised. 

E Job duties or essential functions lists the job duties in order of importance. 
This section is particularly important because it helps the organization with 
ADA compliance. 

E Job specifications that explain the personal qualifications necessary to perform 
the duties listed above including specific skills, education, certification, and 


physical abilities. 


When we discuss employee recruitment, selection, and performance appraisal we 
will find that the job description acts as an important resource for (1) describing the job 
to potential candidates (either verbally by recruiters and interviewers or in written 
advertisements), (2) guiding newly hired employees in what they are specifically 
expected to do, (3) developing criteria for evaluating performance of the individual 
holding that job, (4) establishing the relative worth of the job for compensation. Fur- 
thermore, under the Americans with Disabilities Act, job descriptions have taken on an 
added emphasis in identifying essential job functions. 


Job Specifications The job specification states the minimum acceptable qualifica- 
tions that the incumbent must possess to perform the job successfully. Based on infor- 
mation acquired through job analysis, the job specification identifies pertinent knowl- 
edge, skills, education, experience, certification, and abilities. Individuals possessing the 
personal characteristics identified in the job specification should perform the job more 
effectively than those lacking these personal characteristics.*! The job specification, 
therefore, is an important tool for keeping the selector’s attention on the list of necessary 
qualifications and assisting in determining whether candidates are essentially qualified. 


123 


Exhibit 5-6 

PAQ Categories and Their 
Number of Job Elements 

The Position Analysis Questionnaire is an 
alternative to the O*Net Content Model. 
The Position Analysis Questionnaire 
provides a more quantitative approach 
to analyzing the knowledge, skills, and 
abilities necessary to perform a job on 

a day-to-day basis. 


job description 
A statement indicating what a job 
entails. 


job specification 

Statements indicating the minimal 
acceptable qualifications incumbents 
must possess to successfully perform 
the essential elements of their jobs. 
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Exhibit 5-7 

Example of a Job Description 

This job description details the duties, 
responsibilities, and necessary qualifica- 
tions for a benefits manager in the 
human resources department. People 
holding the position and their supervisors 
were probably consulted for their 
feedback in the process of developing 
this job description. 


job evaluation 
Specifies the relative value of each job 
in the organization. 
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Job Title: Benefits Manager Supervises: Staff of three 
Job Code: 11-3041.00 FLSA: Exempt 
Department: Human Resources Effective Date: July 30, 2009 


Reports to: Director, Human Resources 
Job Summary: Manages employee benefits program for organization 
Duties and Responsibilities: 


e Plans and directs implementation and administration of benefits programs designed 
to insure employees against loss of income due to illness, injury, layoff, or retirement; 

e Directs preparation and distribution of written and verbal information to inform 
employees of benefits programs, such as insurance and pension plans, paid time 
off, bonus pay, and special employer sponsored activities; 

e Analyzes existing benefits policies of organization, and prevailing practices among 
similar organizations, to establish competitive benefits programs; 

e Evaluates services, coverage, and options available through insurance and investment 
companies to determine programs that best meet the needs of the organization; 

e Plans modification of existing benefits programs, utilizing knowledge of laws 
concerning employee insurance coverage, and agreements with labor unions, to 
ensure compliance with legal requirements; 

e Recommends benefits plan changes to management; notifies employees and labor 
union representatives of changes in benefits programs; 

e Directs performance of clerical functions, such as updating records and processing 
insurance claims; 

e May interview, select, hire, and train employees. 


Job Specifications: 


e Specialized Knowledge/Skills: General knowledge of policies and practices involved 
in human resource management functions—including recruitment, selection, training, 
and promotion regulations and procedures; compensation and benefits packages; 
labor relations and negotiations strategies; and human resource information 
systems. Excellent written and verbal communications skills as well as deductive 
and inductive reasoning skills are critical. 

e Education/Experience: 2—4 years’ experience in analysis, design, and/or 
administration of benefits. A bachelor’s degree is preferred. 

e Training/Equipment: Strong MS Office skills including Word, Excel, and PowerPoint 
will be useful. HRIS experience a plus, especially PeopleSoft. 

e Work Environment/Physical Requirements: Fast-paced general office environment. 
Regular travel is not expected in this position. 


Job Evaluations In addition to providing data for job descriptions and specifications, 
job analysis also provides valuable information for making job comparisons. If an orga- 
nization is to have an equitable compensation program, jobs that have similar demands 
in terms of skills, knowledge, and abilities should be placed in common compensation 
groups. Job evaluation contributes by specifying the relative value of each job in the 
organization, which makes it an important part of compensation administration. In 
the meantime, keep in mind that job evaluation relies on data generated from job 
analysis. 


The Multifaceted Nature of Job Analysis 


One of the overriding questions about job analysis is whether it is conducted properly. The 
answer to this question varies, depending on the organization. Generally, most organiza- 
tions do conduct some type of job analysis. This job analysis, however, extends beyond 
meeting the federal equal employment opportunity requirement. Almost everything that 
HRM does relates directly to the job analysis process (see Exhibit 5-8). Organizations 
frequently cite recruiting, selection, compensation, and performance appraisal as activities 
directly affected by the job analysis, among others. The job analysis process assists 
employee training and career development by identifying necessary skills, knowledge, and 
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abilities. Where deficiencies exist, training and development efforts can help. Job analysis 
also aids in determining safety and health requirements and labor relations processes. 
Accordingly, the often lengthy and complex job analysis process cannot be overlooked. 

We cannot overemphasize the importance of job analysis, as it permeates most of 
an organization’s activities. Ifan organization doesn’t do its job analysis well, it probably 
doesn’t perform many of its human resource activities well. If employees in the organi- 
zation understand human resource activities, they should understand the fundamental 
importance of job analysis. The job analysis, then, is the starting point of sound HRM. 
Without knowing what the job entails, the HRM activities covered in the following 
chapters may be merely an effort in futility. 


Job Design 


It’s possible to conscientiously follow all of the steps we’ve described to analyze a job 
and create a thorough job description, yet create a job that is so mind-numbingly bor- 
ing that employees grow to hate it and leave relatively quickly, creating motivation and 
turnover problems. If you’ve experienced one of these positions, you’ve been the victim 
of poor job design. 

Job design refers to the way that the position and the tasks within that position 
are organized. It describes: what tasks are included; how and when the tasks are done; 
and any factors that affect the work, such as in what order the tasks are completed 
and the conditions under which the tasks are completed. Problems arise when 
employees don’t feel a sense of accomplishment after completing the tasks. To pre- 
vent this, the job needs to be designed so that the tasks have a clear purpose that 
relates to the company mission. Too often, organizations take tasks that more senior 
employees consider unpleasant and load those into positions for new hires. Good job 
design incorporates tasks that relate to organizational goals and values into every job 
description. 


Job Enrichment 


Frederick Herzberg suggested that the best way to motivate employees is through job 
enrichment. He suggested “If you want people to do a good job, give them a good job 
to do.”*? His job enrichment model includes expanding job content to create more 
opportunities for job satisfaction. 

Expanding on Herzberg’s suggestions, J. Richard Hackman offered a model of how 


to design jobs that provide motivation based on five core job characteristics:*4 


1. Skill variety: allowing workers to use different skills and talents to do a number of 
different activities. 

2. Task identity: workers are able to see a completed product or project or some visible 
outcome that creates a sense of accomplishment. 

3. Task significance: the tasks performed have some meaningful impact on the organi- 
zation, or the external environment. 
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Exhibit 5-8 
The Multifaceted Nature of the 
Job Analysis 


Job analysis is extremely important to the 
organization. It influences every aspect of 
human resource functions. 


Traditional job analysis may not accurately 
reflect what workers in some organizations 
do. For example, at the Toyota Avalon 
Plant in Kentucky, employees are grouped 
in work teams. Because these workers 
manage themselves, they need a different 
set of skills. The flexibility needed to 
achieve their team goals isn’t always 
reflected in traditional job analysis 
processes. (Source: © AP/Wide World 
Photos) 


job design 

Refers to the way that the position 
and the tasks within that position are 
organized, including how and when 
the tasks are done and any factors 
that affect the work such as in what 
order the tasks are completed and the 
conditions under which the tasks are 
completed. 


job enrichment 
Expanding job content to create more 
opportunities for job satisfaction. 
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compressed work week 
schedules 

Employees work longer days in 
exchange for longer weekends or 
other days off. 


flex time 

An alternative to traditional “9 to 5” 
work schedules allows employees to 
vary arrival and departure times. 


job sharing 

Two people share one job by splitting 
the work week and the responsibili- 
ties of the position. 


telecommuting 
Using technology to work in a location 
other than the traditional workplace. 
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4. Autonomy: worker has some control over the job. 
5. Feedback from the job itself: the job includes some opportunity to show the worker if 
the tasks are done properly. 


Not everyone will be motivated if all five characteristics are present, but they set the 
stage for employees who understand that their work is meaningful, feel responsible for 
the output, and actually know the results of their efforts. 


Flexible Work Schedules 


Employers have found that they can increase employee engagement and motivation 
through well designed jobs. In addition, loyalty and retention are increased by allowing 
employees to do their jobs with more flexible work schedules. Although work schedules 
aren’t part of the content of the job, they provide a context that is influential in the way 
workers perform their jobs. We’ll look at some of the ways employers have adapted 
work schedules, including compressed workweeks, flexible schedules, job sharing, and 
telecommuting. 

Compressed work week schedules allow employees to work longer days in 
exchange for longer weekends or other days off. The most typical is a 4/10 schedule, 
which allows employees to work four ten-hour days in exchange for a three-day week- 
end. Other alternatives include 9/8 schedules that allow employees to work nine-hour 
shifts for eight days, eight hours on the ninth day, and have one extra day off in a two- 
week period, or 3/12 schedule with three twelve-and-a-half hour days. Companies have 
started using compressed work weeks in response to customer demand for extended 
hours or employee demands for flexibility. 

Flex time, also called flexible working hours, allows employees to schedule the 
time they begin their eight-hour working day within guidelines. For example, employ- 
ees may choose from start times of 7, 8, or 9 A.M. and end their day eight hours later. The 
“core time” of 9:00 A.M. to 3:00 P.M. is shared by all workers. 

Job sharing allows two people to share one job by splitting the work week and the 
responsibilities of the position. Most divide the five-day work week equally with a short 
overlapping time period for coordination, but unequal splits can be arranged. This is pos- 
sibly the most complicated of the schedules discussed so far because there are so many 
variables. The two people splitting the job both need to be very cooperative and commu- 
nicate well. Pay and benefits need to be determined as well as how to handle after-work or 
weekend obligations. Evaluating the position can also be a challenge for HR. 

Telecommuting often conjures up images of people working from home in their 
pajamas, and that could possibly happen. It’s also just as likely that employees use 
phone, Internet, and teleconferencing to accomplish their tasks while traveling, doing 
research, working at a branch office, or at the local coffee shop. Companies that have 
successfully implemented telecommuting programs list the following keys to success:*° 


m Planning is necessary before implementing a telecommuting program. 

m Clear expectations are important; employees must understand the business 
goals that are to be met. 

m Well-written policies and guidelines need to be developed as to who is eligible. 

E Technology must be adequate to support remote workers. 

m Employees must understand that the privilege may be revoked if the employee 
isn’t performing to expectations. 

E Senior management must be committed to promoting telecommuting and mak- 
ing it work. 


Best Buy’s ROWE or Results-Only Work Environment discussed in the chapter 
opener goes beyond telecommuting to having no actual contact requirements other 
than holding employees responsible for meeting their goals. Obviously this solution 
won't work in every organization, but as technology makes mobile communication 
even more accessible, creative solutions such as ROWE are likely to develop in other 


Summary 
Advantages and Disadvantages of Flexible Scheduling 

Advantages Disadvantages 
e Reduced commuting time e Lack of supervision of employees 
e Reduced costs of transportation e Potential reductions in productivity 
e Reduced childcare costs e Increased turnover of employees who 
e Better work/life balance aren't productive 
e Cost savings from fewer on-site e Employees feeling isolated 

employees e Difficult to maintain “team 
e Increased retention of current atmosphere” 

employees e Increased stress 
e Advantages in recruiting new e Expensive technology 

employees e Fair Labor Standards rules on overtime 
e Reduced traffic at peak commuting e Union contracts 

hours 


e Increased morale 


organizations. Exhibit 5-9 lists several adventages and disadvantages of flexible 


scheduling. 


Job Design and Teams 


We leave this chapter by revisiting the changing world of work, the importance of 
employment planning, and job design. Globalization, quality initiatives, flexible sched- 
uling, and teams, for example, are requiring organizations to rethink job design. When 
jobs are designed around individuals, job descriptions frequently clarify employee roles. 
Jobs today often go beyond individual efforts, however, requiring the activities and col- 
laboration of a team. 

To be effective, teams need to be flexible and continually make adjustments. Effec- 
tive work teams require competent individuals. Team members must have the relevant 
technical skills and abilities to achieve the desired corporate goals and the personal 
characteristics required to achieve excellence while working well with others. These 
same individuals must also be capable of readjusting their work skills—to fit the needs 
of the team. It’s important not to overlook personal characteristics. Not everyone who 
is technically competent has the skills to work well as a team member. Accordingly, 
employment planning requires finding team members who possess both technical and 
interpersonal skills. As such, team members must have excellent communication skills. 
Team members must be able to both convey readily and clearly understood messages to 
each other. This includes nonverbal as well as spoken messages. Team members must be 
able to quickly and efficiently share ideas and feelings. Effective communication is also 
characterized by a healthy dose of feedback from team members and management. This 
helps guide team members and correct misunderstandings. 


Summary 


(This summary relates to the Learning Outcomes identified on page 110.) After reading 
this chapter, you should be able to 
1. Describe the importance of human resource planning. Employment planning 
is the process by which an organization ensures that it has the right number and 
kinds of people capable of effectively and efficiently completing tasks that directly 
support the company’s mission and strategic goals. 
2. Define the steps involved in the human resource planning process. The steps 
in the employment planning process include formulating a mission statement, 
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Exhibit 5-9 
Flexible Scheduling Advantages 
and Disadvantages 


Flexible scheduling offers many 
alternatives to traditional scheduling. 
Each comes with advantages and 
disadvantages that must be considered 
carefully. Some of them are listed here. 
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10. 


establishing corporate goals and objectives, assessing current human resources, 
estimating supplies and demand for labor, and matching demand with current 


supplies of labor. 


. Explain what human resource information systems are used for. A human 


resource information system is useful for quickly fulfilling HRM information 
needs by tracking employee information and having that information readily avail- 
able when needed. 

Define the term job analysis. Job analysis is a systematic exploration of the activi- 
ties surrounding and within a job. It defines the job’s duties, responsibilities, and 
accountabilities. 


. Identify the six general techniques for obtaining job analysis information. 


The six general techniques for obtaining job information are observation method, 
individual interview method, group interview method, structured questionnaire 
method, technical conference method, and diary method. 

Describe the steps involved in conducting a job analysis. The steps involved in 
conducting a job analysis include: (1) understanding the purpose of conducting 
the job analysis, (2) understanding the role of jobs in the organization, (3) bench- 
marking positions, (4) determining how to collect job analysis information, (5) 
seeking clarification wherever necessary, (6) developing the first draft of the job 
description, and (7) reviewing the draft with the job supervisor. 

Explain job descriptions, job specifications, and job evaluations. Job descrip- 
tions are written statements of what the jobholder does (duties and responsibili- 
ties); job specifications identify the personal characteristics required to perform 
successfully on the job; and job evaluations use job analysis information to estab- 
lish a compensation system. 

Identify elements of job enrichment that contribute to employee morale and 
productivity. Skill variety, task identity, task significance, autonomy, and feedback 
all contribute to employees feeling that their work is meaningful. 

Describe how job analysis permeates all aspects of HRM. Job analysis perme- 
ates all aspects of HRM in that almost everything that HRM does relates directly to 
the job analysis process. Recruiting, selection, compensation, performance apprais- 
ing, employee training and career activities, and safety and health requirements, for 
example, are affected by the job analysis, which identifies necessary skills, knowl- 
edge, and abilities. 

Explain flexible scheduling alternatives. Compressed work weeks allow employees 
to work longer hours in a day and fewer days in a work week; flex time allows em- 
ployees to schedule the time they begin and end their eight-hour working day as long 
as core hours are covered; job sharing allows two people to divide one job; and telecom- 
muting enables employees to use information technology to work outside the office. 


Demonstrating Comprehension 


QUESTIONS FOR REVIEW 


ee re 


Define human resource planning. Why is it important to organizations? 

What is involved in the human resource planning process? 

How can an organization increase its human resource supply? 

What is a job analysis? 

Identify the advantages and disadvantages of the observation, structured question- 
naire, and diary job analysis methods. 

Explain the terms job description, job specification, and job evaluation. 

Identify how the five core job characteristics of job enrichment could be used to 
improve your job or a job of your choice. 

Describe the human resource planning implications when an organization imple- 
ments flexible scheduling. 


Key Terms 


Key Terms 


compressed 
work week 

core competency 

diary method 

flex time 

group interview 
method 

human resource 
information 
system (HRIS) 


human resource 
planning 

individual inter- 
view method 

job analysis 

job description 

job design 

job enrichment 

job evaluation 


job sharing 


job specification 

mission 
statement 

observation 
method 

Position Analysis 
Questionnaire 
(PAQ) 

replacement 
chart 


strengths 
structured 
questionnaire 
method 
SWOT analysis 
technical 
conference 
method 
telecommuting 
weaknesses 
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Linking Concepts to Practice DISCUSSION QUESTIONS 


1. “More emphasis should be placed on the external supply of 
employees for meeting future needs because these employees 
bring new blood into the organization. This results in more 
innovative and creative ideas.” Do you agree or disagree with 
this statement? Explain your response. 

2. “Job analysis is just another burden placed on organizations 
through EEO legislation.” Do you agree or disagree with this 
statement? Defend your position. 


3. 


“Although systematic in nature, a job description is still at 
best a subjective process.” Build arguments for and against 
this statement. 

“Permanent layoffs should occur only as a last resort. Cutting 
staff affects morale, and ultimately the organization falters more. 
Organizations also have a social responsibility to their employees 
and owe it to them to find alternative ways to cut costs.” Do you 
agree or disagree with the statement? Defend your position. 


Developing Diagnostic and Analytical Skills 


Case Application 5: TURNOVER AND MORALE PROBLEMS AT TSA 


Next time you go through security on your way through the airport, 
smile and say thank you to the screeners who help you send your 
bags through screening and wave you through the scanner. Low 
morale runs rampant through the screeners that work at the Trans- 
portation Safety Administration (TSA) and odds are that the 
screener you smile at is thinking about quitting. 

A recent government report revealed concerns that the low 
morale of the screeners may be a distraction to them on the job and 
may even cause them to be less focused on security and screening 
responsibilities. About one in five of the nation’s 48,000 screeners 
quit every year due to low morale, low pay, discrimination and fear 
of retaliation if they complain.* 

An ambitious program aimed at reducing turnover was imple- 
mented in 2006, paying bonuses of $500 to $1000 to screeners as a 
retention incentive. Although $18 million in bonuses was paid, the 
number of screeners leaving their jobs was unchanged. Screeners 
earn an average of $30,000 a year. TSA also started a program that 
would raise salaries of high-quality veteran screeners to a new pay 
grade and a better opportunity to be promoted to other government 


security jobs such as the Secret Service or Border Patrol. The pay and 
promotion system has been widely viewed by employees as not fair, 
credible or transparent. Employee ratings are seen as more arbitrary 
than based on merit.’ 


While over 90 percent of screeners feel that their work was 


important, only 20 percent felt that promotions were based on 
merit. Most admit that they feel that the screener position is a diffi- 
cult “dead end” job. “It’s menial labor,” observed Michael Boyd, an 
aviation consultant who advises airports and airlines. “These are 


people who paw through luggage.” 


Questions: 


1. 


Why do screeners describe the position as a “dead end job”? 
How can job design be used to correct that perception? 
Using sources like O*NET, develop a job description for a 
screener position. 

How might job enrichment concepts be used to increase 
morale and retention at TSA? 

Why didn’t the bonuses reduce turnover? 


Working with a Team JOB ANALYSIS INFORMATION 


Research the technical and people skills and conceptual knowledge 
required to perform a human resources manager’s tasks effectively. 
Describe your findings and compare them with the results of the 
members of your group. 

You may obtain samples directly from a company’s manager, 
with permission; interview a human resources manager; or use 
Web sites such as www.workforce.com and www.shrm.org. Discuss 


what values will be important for the human resources manager to 
personally possess and how these will be demonstrated in that 


role. 


Finally, based on the information you’ve obtained, write a brief 


description of the job. What challenges did you experience in reach- 
ing consensus on job responsibilities and in choosing the correct 
words for inclusion in the job description? 
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Learning an HRM Skill CONDUCTING THE JOB ANALYSIS 


About the skill: Because the job analysis is the cornerstone of HRM 
activities, it’s important to understand how the activity is performed. 
We suggest the following steps in conducting a job analysis (an elab- 
oration of Exhibit 5-4). 


means developing a process for collecting data. Several meth- 
ods should be combined, such as structured questionnaires, 
group interviews, and technical conferences. Select the ones 
that best meet your job analysis goals and timetables. 


1. Understand the purpose of conducting the job analysis. 5. Seek clarification, wherever necessary. When the job analyst 


Before embarking on a job analysis, one must understand the 
nature and purpose of conducting the investigation. Recog- 
nize that job analyses serve a vital purpose in such HRM activ- 
ities as recruiting, training, setting performance standards, 
evaluating performance, and compensation. In fact, nearly 
every activity in HRM revolves around the job analysis. 

. Understand the role of jobs and values in the organization. 
Every job in the organization should have a purpose. Before 
conducting the job analysis, one must understand the job’s 
link to the organization’s strategic direction. In essence, one 
must answer why the job is needed. If an answer cannot be 
determined, then maybe the job is unnecessary. 


3. Benchmark positions. In a large organization, it would be 


impossible to evaluate every job at one time. Accordingly, by 
involving employees and seeking their input, selected jobs can 
be chosen based on how well they represent other, similar jobs 
in the organization. This information serves as a starting 
point in later analysis of other positions. 

. Determine how you want to collect job analysis information. 
Proper planning at this stage permits you to collect the 
desired data in the most effective and efficient manner. This 


Enhancing Your Communication Skills 


1. Develop a two- to three-page response to the following 


statement: “Formal employment planning activities reduce 
flexibility and may hinder success.” Present both sides of the 
argument and include supporting data. Conclude your paper 
by defending and supporting one of the two arguments 
you've presented. 

. Investigate how well different organizations align their job 
descriptions with the company mission or vision statement by 
visiting several businesses in person and asking for copies of 
their mission or vision statements and a job description. 
Some will have them readily available and some will not know 


doesn’t entirely understand some of the information collected, 
it’s time to seek clarification from those who possess the 
critical information. This may include the employee and the 
supervisor. Clearly understanding and comprehending the 
information will make the next step in the job analysis process— 
writing the job description—easier and more productive. 


6. Develop the first draft of the job description. Although job 


descriptions follow no specific format, most include certain 
elements. Specifically, a job description contains the job title, 
a summary sentence of the job’s main activities, the job’s level 
of authority and accountability, performance requirements, 
and working conditions. The last paragraph of the job 
description typically includes the job specifications, or those 
personal characteristics the job incumbent should possess to 
be successful on the job. 


. Review draft with the job supervisor. Ultimately, the supervisor 


of the position being analyzed should approve the job descrip- 
tion. Review comments from the supervisor can assist in 
determining a final job description document. When the 
description is an accurate reflection, the supervisor should 
sign off, or approve the document. 


what you are talking about. Write a two-to three-page summary 
of the experience, analyzing the reactions you received, draw- 
ing any conclusions about the size of the organization, and 
your observations of how well the organization seems to be 
informing employees of the mission and how well their jobs 
seem to be aligned with that mission. 


. Select a job (or position in an organization) in which you have 


an interest. Visit the O*Net Online Web site (www.onetcen- 
ter.org) and locate all relevant information about the position. 
Write a two- to three-page analysis of what the job entails, 
highlighting the job description and job specification data. 
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Chapter 6 


Recruiting 


Learning Outcomes 


After reading this chapter, you will be able to 
1 Define the term recruiting. 
2 Identify the dual goals of recruiting. 


3 Explain what constraints a human resource manager encounters when determining 
recruiting sources. 


Identify the principal sources involved in recruiting employees. 
Describe the advantages and disadvantages of employee referrals. 


Identify three important variables that affect response rates to job advertisements. 


NOOC A 


Explain what distinguishes a public employment agency from a private employment 
agency. 


© 


Describe the benefits of online recruiting. 


© 


Explain the concept of employee leasing and the organizational benefits of such 
an arrangement. 


ow do you handle the 

challenging task of filling 

all vacancies in your 
organization—especially as it expands 
dramatically over the years? That’s a 
simple question if you’re Kip Tindell 
or Garrett Boone, founders of The 
Container Store. They simply turn 
every aspect of the operations into 
a recruiting frenzy. 1 

In 1978, Tindell and Boone opened 
their first Container Store in Dallas, 
Texas. As two inspired entrepreneurs, 
they dreamed of the day that they 
would expand operations and have 
stores located in cities and towns 
across the United States. But they 
knew that if they did succeed, they 
would have the daunting task of 
hiring good quality employees and 
finding ways to ensure that they 
stayed. What they embarked on is 
simply amazing. They’ve turned their 
best customers into their most loyal 
employees. 

It is the responsibility of every 
employee at The Container Store, 
from Tindell and Boone on down, to 
recruit employees. These efforts are so 
effective that advertising for applicants 
is rarely necessary. That’s because as 
customers enter the store, a sales 
associate is trained to talk up the 
benefits of working for The Container 
Store and all that the company offers. 
It’s easy to do when they can point out 
that The Container Store has been 
listed on Fortune magazine’s “100 Best 
Companies to Work For” ten years in 
a row. If the individual applies and is 


hired, the sales associate is given a 


$500 reward for successful recruiting lowest rates of employee turnover in 


($250 if the person is hired on a part- the industry. Whereas similar stores 
time basis). Not a bad reward for simply have annual turnover upward of 
enjoying and doing one’s job! 

By 2009, The Container Store has 


recruited more than 3,000 employees.” 


70 percent, The Container Store 
has a full-time turnover just under 
10 percent a year and less than 
Over a third of them have come from 35 percent for part-timers. That’s a 
employee referrals and customer noteworthy record for a company 
contacts. But recruiting is only half that started with a $35,000 investment 
of the equation. Tindell and Boone and now has revenues approaching 
know that they don’t want to be $600 million annually. 
recruiting over and over again for the Will The Container Store worry 
same positions; they want to keep the about finding the next qualified 
successful and loyal employees. By applicant? No way! That’s because 
offering above average pay, outstanding their 3,000-plus employees are always 
benefits, and continuous training looking for the next best associate! 
to help employees grow their skills What better way to recruit than by 
(and advocate the business), The utilizing those closest to the jobs that 


Container Store has one of the are being done? 


(Source: Kathryn Adams/Getty Images News and Sport Services/Getty Images) 
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Recruiting is frequently an entry-level 
position in human resources. (Source: Jeff 
Greenberg/PhotoEdit) 


recruiting 
The process of seeking sources for job 
candidates. 


recruiter 
Represents employer to prospective 
applicants at colleges and job fairs. 


Chapter6 Recruiting 


Introduction 


Successful employment planning is designed to identify an organization’s human 
resource needs. Once these needs are known, an organization will strive to meet them. 
The next step in staffing, then—assuming, of course, that demand for certain skills, 
knowledge, and abilities is greater than the current supply—is recruiting. The company 
must acquire the people necessary to achieve the goals of the organization. Recruiting 
is the process of discovering potential candidates for actual or anticipated organiza- 
tional vacancies. Or, from another perspective, it is a linking activity that brings 
together those with jobs to fill and those seeking jobs. Recruiting must be working at 
The Container Store as we observed in the chapter opener. Their forty stores receive a 
total of 30,000 applications each year and hire only 6 percent of those applicants. 

In this chapter, we’ll explore the activities surrounding the search for employees. 
We'll look at the fundamental activities surrounding the recruiting process and provide 
insight and guidance in preparing a résumé and cover letter that may enhance your own 
chances of making it through this first step of the hiring process. 


Recruiting Goals 


Recruiting is a major human resource activity. Depending on the size of the company, 
HR departments estimate that they spend between 50 percent to 70 percent of their time 
on recruiting new employees each year.* Recruiting is quite often the entry level HR posi- 
tion in organizations large enough to have HR departments. Recruiters essentially pro- 
mote the organization to prospective applicants. Activities include participating in job 
fairs, visiting college campuses, and developing community or industry contacts. 

An effective recruiting process requires a significant pool of diverse candidates to 
choose from. Achieving a satisfactory pool of candidates, however, may not be easy, and 
recruiters need to know the best places to recruit qualified candidates. This can be par- 
ticularly challenging in times of economic growth that result in a tight labor market and 
overwhelming during difficult economic times resulting in overqualified candidates or 
an overabundance of résumés. The first goal of recruiting, then, is to communicate the 
position in such a way that qualified job seekers respond. Why? The more applications 
received, the better the recruiter’s chances for finding an individual who is best suited 
to the job requirements." 

Simultaneously, however, the recruiter must provide enough information about 
the job so that unqualified applicants can select themselves out of job candidacy. For 
instance, when Ben & Jerry’s was searching for a new CEO several years ago, someone 
with a conservative political view and a classical, bureaucratic perspective on manage- 
ment probably did not apply because that individual wouldn’t fit the company’s strong 
culture of social consciousness and liberal politics. Why is having a potential applicant 
remove themselves from the applicant pool important to human resource manage- 
ment? Typically, the company acknowledges applications received. That acknowledg- 
ment costs time and money. Then there are the application reviews and a second letter 
to send, this time rejecting failed applications. Again, this incurs costs. A good recruit- 
ing program should attract the qualified and discourage the unqualified. Meeting this 
dual objective will minimize the cost of processing unqualified candidates. 


Factors That Affect Recruiting Efforts 


The more applications received, the better Although all organizations will, at one time or another, engage in 


the recruiter’s chances of finding an indi- 
vidual best suited to the job requirements. 


recruiting activities, some do so more than others. Obviously, size is one 
factor; an organization with 100,000 employees must recruit continu- 
ally. So, too, must fast-food firms, smaller service organizations, and 
firms that pay lower wages. Certain other variables will also influence the 


Recruiting Goals 


Something for Everyone 


Even in tough economic times, organizations 
may need to hire employees to stay adequately 
staffed. Positions that require specialized or “in 
demand” skills may be a challenge to fill. Compe- 
tition, accordingly, is enhanced to recruit the best 
and the brightest of the applicant pool. But is 
treating everyone alike a means of putting an organization’s best 
foot forward? Some research is suggesting not. 

Consider that in today’s organizations four distinct groups 
(or generations) are being sought. These include those classified 
as traditionalists (who are the oldest workers) baby boomers, 
Gen Xers, and Gen Yers. A plain vanilla ad attempting to be all- 
encompassing simply won’t reach its intended target—all poten- 
tial qualified workers. As such, the organization must tailor its 
advertisements to address what each group may be interested 
in—something that reaches accord with their values and core 
beliefs. For instance, consider the following: 


environment. 


extent of recruiting.° Employment conditions in the local community influence how 
much recruiting takes place. The effectiveness of past recruiting efforts will show itself 
in the organization’s historical ability to locate and keep people who perform well. 
Working conditions and salary and benefit packages also influence turnover and, 
therefore, the need for future recruiting. Organizations not growing, or those facing 
downsizing and layoffs may find little need to recruit. On the other hand, growing 
organizations will find recruitment a major human resource activity. 


Constraints on Recruiting Efforts 


The ideal recruitment effort might bring in a satisfactory number of qualified appli- 
cants who want the job, but certain realities cannot be ignored. For example, a pool of 
qualified applicants may not include the best candidates, or the best candidate may not 
want to work for the organization. These and other constraints on recruiting efforts 
limit human resource recruiters’ freedom to recruit and select a candidate of their 
choice. However, let us narrow our focus to five specific constraints. 


Organization Image We noted that a prospective candidate may not be interested in 
pursuing job opportunities in the particular organization. The image of the organiza- 
tion can be a potential constraint. A poor image may limit its attraction to applicants. 
Many college graduates know, for example, that those in the top spots at Disney earn 
excellent salaries, receive outstanding benefits, and are greatly respected in their profes- 
sions. Among most college graduates, Disney has a positive image. The hope of having 
a shot at one of its top jobs, being in the spotlight, and having a position of power 
means Disney has little trouble attracting college graduates into entry-level positions. 
But graduates can have negative or pessimistic views of some organizations. 

In certain communities, local firms have a reputation for being in a declining 
industry; engaging in practices that result in a polluted environment; producing poor- 
quality products; unsafe working conditions; or being indifferent to employees’ needs 
such as a work-life balance or an affordable health plan. Such reputations can and do 
reduce these organizations’ abilities to attract the best personnel available. Many 
employers are putting considerable effort into developing a positive image or branding 
their employment experience, much the same way products and services are marketed 
to consumers. For more on this, see “Did You Know? Employment Branding.” 
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DID YOU KNOW? 


What Do Groups Look For? 


m Traditionalists who are semi-retired and look for the history 
of the organization and the opportunity to work part-time. 

= Baby boomers are interested in the market leadership of the 
organization and the image it has. 

m Gen Xers respond better to flexible work policies and pro- 
grams designed to permit work/life balance. 

m Gen Yers look for organizations that are technologically 
advanced and companies that are good stewards of the 


Source: G. Kovary and A. Buahene, “Recruiting the Four Generations,” Cana- 
dian HR Reporter (May 23, 2005). Available online at www.hrreporter.com. 


constraints on recruiting 
efforts 

Factors that can limit 
outcomes. 


recruiting 


How important is corporate image? Just 
ask the HR people at Disney. It’s critical 
for the organization to continue to attract 
and hire the best talent they can. By 
being recognized as a fun place to work, 
Disney finds that its image helps attract 
and retain good employees—which is a 
hallmark of their success (Source: Brad 
Barket/Getty Images, Inc.) 
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Job Attractiveness Ifthe position to be filled is difficult, distasteful, or unattractive, 
recruiting a large and qualified pool of applicants will be difficult. In recent years, for 
instance, many employers have been complaining about the difficulty of finding suit- 
ably qualified individuals for manual labor positions. For example, in the years imme- 
diately following Hurricane Katrina, qualified construction workers were in short 
supply in affected areas. In a job market where unemployment rates are low, and where 
a wide range of opportunities creates competition for these workers, a shortage results.” 
Moreover, jobs viewed as boring, hazardous, anxiety creating, low paying, or lacking in 
promotion potential seldom attract a qualified pool of applicants. Even during eco- 
nomic slumps, people have refused to take many of these jobs. An example would be the 
difficulty that Midwest meat packing plants encounter in recruiting workers even in 
times of relatively high unemployment. 


Internal Organizational Policies Internal organizational policies, such as “promote 
from within wherever possible,” may give priority to individuals inside the organiza- 
tion. Such policies, when followed, typically ensure that all positions, other than the 
lowest-level entry positions, will be filled from within the ranks. Although this looks 
good once one is hired, it may reduce the number of applications. 


Government Influence The government’s influence in the recruiting process should 
not be overlooked. An employer can no longer seek out preferred individuals based on 
non-job-related factors such as physical appearance, sex, or religious background. An 
airline that wants to hire only young, attractive females for flight attendant positions 
will find itself breaking the law if comparably qualified male candidates are rejected on 
the basis of gender—or female candidates are rejected on the basis of age (see Diversity 
Issues in HRM). 


Recruiting Costs The last constraint, but certainly not lowest in priority, centers on 
recruiting costs. Recruiting efforts are expensive—costing as much as $10,500 per position 
being filled. Sometimes budget restrictions put a time limit on searches. Accordingly, 
when an organization considers various recruiting sources, it considers effectiveness, such 
as maximizing its recruiting travel budget by first interviewing employees using confer- 
ence calls or through videoconferencing. 


Employment Branding 


Employment branding makes the company 
name stand out when applicants are researching 
employers. Essentially it’s about marketing the 
company as an attractive employer the same way 
consumer products and services such as cars, 
beverages, and hotels have distinctive brand 


company culture and what makes a good store manager or 
restaurant worker. 

When competition for talent gets more difficult, employ- 
ers find that relying on their product brand isn’t enough to 
attract the best candidates. They need to communicate the key 
aspects of the company culture that appeal to the candidate’s 


images. Employers want to be seen as a sought-after employer 
that people want to work for. Job branding is about making 
the job itself worthwhile. Top job candidates decide to take a 
position based on the work involved, and what they’ll learn, do, 
and become.” Rich Floersch, executive vice president of world- 
wide human resources at McDonald’s, takes the company’s 
employment brand so seriously that he spent two weeks work- 
ing at a McDonald’s restaurant in Illinois (which included 
scrubbing bathroom floors!) to find out more about the 


image of a desirable employer. “I really believe that the 
strongest employment brand that you can have is one where 
employees say they are proud to work for their companies,” 
claims Floersch, “Our goal is to continue to build that sense of 
pride.” 1° 

Recruiters at McDonald’s emphasize the skills people gain 
in their positions along with company culture, career path, 
global opportunities, and training and development. 


Recruiting Sources 


Job Advertisements and EEO 


Recall from Chapter 3 the discussion of adverse 
impact. In essence, an adverse impact occurs when 
protected group members are treated differently 
“= from others. Although most organizations will 
= state that they are an equal employment opportu- 
nity employer, sometimes their actions may indicate differently. 
For instance, the following vignettes reflect job advertisements 
that ended up in the hands of the Equal Employment Opportu- 
nity Commission. 
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DIVERSITY ISSUES IN HRM 


What’s potentially wrong with these ads? Let’s take a look. In 
the first ad, the word “young” indicated a preference for someone 
under age forty. Therefore, those forty and older might be deterred 
from applying for the job. The second ad, although not as clear-cut 
as the language in the first advertisement, implies that older work- 
ers might not be “young thinking.” Furthermore, “with no more 
than three years’ experience” also points to someone younger. 

The third ad is somewhat unique. Indicating a retirement 
preference might be viewed as acceptable, but retirement usually 


comes after age fifty-five and more likely closer to age sixty-five. 
Thus, although the ad focuses on older workers, individuals age 
forty to fifty-five (or sixty-five) might be excluded from this 
recruiting pool. Accordingly, an adverse impact may be occurring. 

The primary lesson from these vignettes should be that, 
although an organization may hold itself as an equal opportu- 
nity employer, its choice of words in communications to the 
public may indicate otherwise. When communications come 
from HR, the language must be proper. What do you think of 
situations like these? 


m A newspaper advertisement for a cashier in a grocery store: 
“Applicant must be young and energetic and be required to 
stand for long periods of time.” 

m An advertisement from an advertising firm: “Young-think- 
ing, ‘new wave’ progressive advertising firm has openings 
for entry level graphic artist with no more than three years’ 
experience.” 

= An advertisement for a part-time laundromat employee: 
“Opening for a person seeking to supplement pension... 
retired persons preferred.” 


Recruiting Sources 


Recruiting is more likely to achieve its objectives if recruiting sources reflect the type of 
position to be filled. For example, an ad in the business employment section of the Wall 
Street Journal is more likely to be read by a manager seeking an executive position in the 
$150,000- to $225,000-a-year bracket than by an automobile assembly-line worker seek- 
ing employment. Similarly, an interviewer trying to fill a management-training position 
who visits a two-year vocational school in search of a college graduate with undergraduate 
courses in engineering and a master’s degree in business administration is looking for 
the right person in the wrong place. Moreover, the Internet is rewriting all the rules. 
Jobs at all levels are currently being advertised on the Internet and can potentially reach 
literally millions of people. 

Certain recruiting sources are more effective than others for filling certain types of 
jobs. As we review each source in the following sections, we will emphasize their strengths 
and weaknesses in attempting to attract lower-level and managerial-level personnel. 


The Internal Search 


internal search 
A promotion-from-within concept. 


Many large organizations attempt to develop their own entry-level employees for higher 
positions. These promotions can occur through an internal search of current employees 
who have bid for the job, been identified through the organization’s human resource 
management system, or even been referred by a fellow employee. Companies like UPS and 
McDonald’s use these policies to develop candidates for promotion. In fact, 40 percent 
of the top fifty executives at McDonald’s started out working in the restaurants.!! The 
promote-from-within-wherever-possible policy has these advantages: 


E promotes good public relations 
E builds morale 
E encourages individuals who are qualified and ambitious 
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employee referral 
A recommendation from a current 
employee regarding a job applicant. 


Chapter 6 Recruiting 


improves the probability of a good selection, because information on the indi- 
vidual’s performance is readily available 

is less costly than going outside to recruit 

helps with recruiting entry level workers 

reduces orientation and training costs 

when carefully planned can also act as a training device for developing middle 
and top-level managers. 


There can be distinct disadvantages, however, to using internal sources. Promoting 
from within an organization creates problems if the organization uses less-qualified 
internal candidates only because they are there, when excellent candidates are available 
on the outside. However, an individual from the outside, in contrast with someone 
already employed in the organization, may appear more attractive because the recruiter 
is unaware of the outsider’s faults. Internal searches also may generate infighting 
among rival candidates for promotion and decrease morale levels of those not selected. 

The organization should also recognize that consistently using internal sources 
may not promote a diversity of people or ideas. New perspectives can broaden current 
ideas, knowledge, and enthusiasm, and productively question the “we’ve-always-done- 
it-that-way” mentality. As noted in the discussion of human resource inventories in 
Chapter S, the organization’s HRM files should provide information as to which 
employees might be considered for positions opening up within the organization. Most 
organizations can generate lists from computer databases of individuals who have the 
desirable characteristics to potentially fill the vacant position. 

In many organizations, it is standard procedure to post any new job openings and 
to allow any current employee to apply for the position. This action, too, receives favor- 
able marks from the EEOC. The posting notification can be communicated on a central 
“positions open” bulletin board in the plants or offices, in the weekly or monthly orga- 
nization newsletter, or, in some cases, in a specially prepared posting sheet from human 
resources outlining those positions currently available. Even if current employees are 
not interested in the position, they can pass these notices on to other individuals who 
may seek employment within the organization—the employee referral. 


Employee Referrals and Recommendations 


One of the better sources for individuals who will most likely perform effectively on the 
job is a recommendation from a current employee. Why? Because employees rarely rec- 
ommend someone unless they believe the individual can perform adequately. Such a 
recommendation reflects on the recommender, and when someone’s reputation is at 
stake, we can expect the recommendation to reflect considered judgment. Employee 
referrals also may receive more accurate information about their potential jobs. The 
recommender often gives the applicant more realistic information about the job than 
could be conveyed through employment agencies or newspaper advertisements. This 
information reduces unrealistic expectations and increases job survival. 

As a result of these preselection factors, employee referrals tend to be more acceptable 
applicants, who are more likely to accept an offer, and, once employed, have a higher job 
survival rate. Additionally, employee referrals are an excellent means of locating poten- 
tial employees in those hard-to-fill positions.” For example, difficulty in finding cer- 
tain IT professionals, computer programmers, engineers, or nurses with specific skills 
has prompted some organizations to turn to their employees for assistance. Principal 
Financial Group, one of Fortune magazine’s “100 Best Companies to Work For,” gets at 
least 40 percent of new hires by employee referral. Wegmans, a regional grocery chain 
that is also on the “Best” list, reports that one in five of their employees are related to 
another Wegmans employee.'? Many of these organizations include a reward if an 
employee referral candidate is hired for these specifically identified hard-to-fill posi- 
tions. Referral bonuses of $10,000 or more are not unusual in these fields.'* In doing 
so, both the organization and the employee benefit; the employee receives a monetary 


Recruiting Sources 


reward and the organization receives a qualified candidate without the 
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major expense of an extensive recruiting search. Employee referrals are an excellent means 


There are, of course, some potentially negative features of employee 
referral. For one, recommenders may confuse friendship with job perfor- 
mance competence. Individuals often like to have their friends join them 
at their place of employment for social and even economic reasons; for 
example, they may be able to share rides to and from work. As a result, a current 
employee may recommend a friend for a position without giving unbiased consideration 
to the friend’s job-related competence. Employee referrals may also lead to nepotism, 
that is, hiring individuals related to persons already employed by the organization. 
Although such actions may not necessarily align with the objective of hiring the most 
qualified applicant, interest in the organization and loyalty to it may be long-term 
advantages. Finally, employee referrals may also minimize an organization’s desire to 
add diversity to the workplace. 

Employee referrals do, however, appear to have universal application. Lower-level 
and managerial-level positions can be, and often are, filled by the recommendation of a 
current employee. Higher-level positions, however, are more likely to be referred by a 
professional acquaintance rather than a close friend. Employees with jobs that require 
specialized expertise often participate in professional organizations that produce 
acquaintances with individuals they may think would make excellent contributions to 
their organizations. 


External Searches 


In addition to looking internally for candidates, organizations often open up recruiting 
efforts to the external community. These efforts include advertisements (including 
Internet postings), employment agencies, schools, colleges and universities, profes- 
sional organizations, and unsolicited applicants. 


Advertisements Sign outside a construction location: “Now Hiring—Framers.” 
Newspaper advertisement: “Telemarketing Sales. We are looking for someone who 
wants to assume responsibility and wishes to become part of the fast-growing wireless 
business. No previous sales experience required. Salary to $45,000. For appointment, 
call Mrs. Brown: 1-800-555-0075.” More sophisticated Internet job search engines can 
provide us with a richness of data about the job and the company and link us to sev- 
eral other Web sites that provide additional information, like that of Vault (see 
vault.com). 

Most of us have seen these kinds of advertisements. When an organization wishes 
to tell the public it has a vacancy, advertisement is one of the most popular methods 
used. The type of job often determines where the advertisement is placed. Although it is 
not uncommon to see blue-collar jobs listed on placards outside plant gates, we would 
be surprised to find a vice presidency listed similarly. The higher the position in the 
organization, the more specialized the skills, or the shorter the supply of that resource 
in the labor force, the more widely dispersed the advertisement is likely to be. The search 
for a top executive might include advertisements in national publications—perhaps the 
Wall Street Journal or the New York Times—or be posted on executive-search firm Web 
sites." On the other hand, advertisements of lower-level jobs usually appear in local 
daily newspapers, regional trade journals, or on broad-based Internet job sites like 
Monster, CareerBuilder, Yahoo HotJobs, and Craigslist. 

Three important variables influence the response rate to advertisements: identi- 
fication of the organization, labor market conditions, and the degree to which the 
advertisement includes specific requirements. Some organizations place a blind- 
box ad, one that includes no specific identification of the organization. Respon- 
dents are asked to reply to a post office box number or to an employment firm 
acting as an agent between the applicant and the organization. Large organizations 
with a national reputation seldom use blind advertisements to fill lower-level 


of locating potential employees for hard- 


to-fill positions. 


blind-box ad 
An advertisement that does not iden- 
tify the advertising organization. 
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employment agencies 
Assists in matching employees seeking 
work with employers seeking workers. 


Exhibit 6-1 
Advertisement with General 
Information 


This ad for an HR Generalist centers on 
candidate characteristics and should 
receive a large number of responses. 
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positions; however, when the organization does not wish to publicize the fact that 
it is seeking to fill an internal position, or when it seeks to recruit for a position 
where there is a soon-to-be-removed incumbent, a blind-box advertisement may be 
appropriate. 

Although blind ads can assist HRM in finding qualified applicants, many individ- 
uals may be reluctant to answer them. Obviously, there is the fear, sometimes justified, 
that the advertisement has been placed by the organization in which the individual is 
currently employed. Also, the organization itself is frequently a key determinant of 
whether the individual is interested; therefore, potential candidates may be reluctant to 
reply. Such advertisements also have a bad reputation because some organizations 
place ads when no position exists to test the supply of workers in the community, to 
build a backlog of applicants, or to identify those current employees who are interested 
in finding a new position. Others place ads to satisfy affirmative action requirements 
when the final decision, for the greater part, has already been made. 

The job analysis process is the basic source for ad information. The ad can focus on 
descriptive elements of the job (job description) or on the applicant (job specification), 
a choice that often affects the number of replies received. If, for example, you are willing 
to sift through 1,000 or more responses, you might place a national ad in the Los Angeles 
Times, the Chicago Tribune, a regional newspaper’s employment section, or on a Web site 
like Monster.com (see Exhibit 6-1). However, an advertisement in these locations that 
looks like Exhibit 6-2 might attract fewer than a dozen replies. 

As you can see, Exhibit 6-1 uses more applicant-centered criteria to describe the 
successful candidate. Most individuals perceive themselves as having confidence and 
seeking high income. More important, how can an employer measure these qualities? 
The response rate should therefore be high. In contrast, Exhibit 6-2 calls for precise 
abilities and experience. 


Employment Agencies Three different types of employment agencies exist to help 
employers and workers find each other. Public or state agencies, private employment 
agencies, and management consulting firms all provide valuable employment match- 
ing services. The major difference between them is the type of clientele served. 


Status: Full-Time Salary: from 50,000.00 per year Reference Code: 294-036310 
Employee 
Job Location: NEW YORK 10028 


Arts non-profit currently seeking an HR Generalist with a concentration in 
recruitment. 


Qualifications: 


Arts non-profit currently seeking an HR Generalist with a concentration in recruiting. 
This position requires a variety of generalist/administrative human resources functions in 
areas such as recruitment, employee relations, training and development, and benefits 
administration. Candidate must be comfortable working with management and staff 
on relevant corporate personnel practices, policies, and procedures. Prior recruiting 
experience is a must! Candidate must be a strategic and analytical thinker and thrive 
in a fast-paced environment. Excellent benefits offered. Salary commensurate with 
experience. 


OfficeTeam is the world’s leader in specialized administrative staffing offering job 
opportunities from Executive and Administrative Assistants to Office Managers, and 
Receptionists. We have the resources, experience, and expertise to select companies and 
temporary to full-time positions that match your skills and career goals. We provide one 
of the industry’s most progressive training, benefits-and-compensation packages. 
OfficeTeam is an Equal Opportunity Employer. 
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Principal Software Development Engineer, Ordering Systems 029162 Exhibit 6-2 p 

i Advertisement with Specific 
Job Description Information 
As one of the largest e-commerce companies in the world, we enable over 70 million This ad for a Software Development 
customers to place orders globally using Amazon's technology each year. Orders are Engineer should receive fewer responses 
processed on behalf of thousands of merchants, including Amazon. Over the past because of the very specific job 
decade, Amazon has become known across the globe as the most trusted company on qualifications. 


the Internet. There is a tremendous amount of work behind the scenes to ensure that 
customers’ experience on the Web site results in a successful delivery to their door or 
electronic devices. 


The Principal Software Development Engineer for Ordering will have the unique oppor- 
tunity to influence the direction of e-commerce solutions. In addition to driving innova- 
tion for the Shopping Cart, Checkout, and Your Account applications, the Principal SDE 
will drive the design and adoption of new workflow technology. The workflow systems 
will build on top of state-of-the-art ordering, payments, and fulfillment services. The 
solutions built will not only drive Amazon's ordering workflow, but can be used for 
custom merchant development. 


Principal Engineers provide technical leadership at Amazon.com. They help establish 
technical standards and drive Amazon's overall technical architecture, engineer 
practices, and engineering methodologies. They work on our hardest problems, build- 
ing high quality, architecturally sound systems that are aligned with our business needs. 
They think globally when building systems, ensuring Amazon.com builds high perform- 
ing, scalable systems that fit well together. Principal Engineers are pragmatic visionaries 
who can translate business needs into workable technology solutions. Their expertise is 
deep and broad. They are hands on, producing both detailed technical work and high- 
level architectural designs. 


Position Responsibilities 


e Work effectively with other groups within Amazon in order to deliver ordering 
solutions and services that span multiple organizations, areas of business, and 
geographies. 

e Lead in the design, implementation, and deployment of successful enterprise-level 
systems. 

e Assist in the career development of others, actively mentoring individuals and the 
community on advanced technical issues and helping managers guide the career 
growth of their team members. 

e Exert technical influence over multiple teams, increasing their productivity and 
effectiveness by sharing your deep knowledge and experience. 

e Contribute intellectual property through patents. 


The ideal candidate will be a visionary leader, builder and operator. He/she should have 
experience leading or contributing to multiple simultaneous product development 
efforts and/or IT projects and initiatives. The leader needs to balance technical 
leadership and savvy with strong business judgment to make the right decisions about 
technology choices. While constantly striving for simplicity, the Principal SDE must 
demonstrate significant creativity and high judgment. 


Qualifications 


e BS degree or higher in CS with 10+ years of relevant, broad engineering 
experience required 

e Experience managing complex projects, with significant bottom-line impact 

e Experience leading development life cycle process and best practices 

e Experience with Agile Management (SCRUM, RUP, XP), OO Modeling, working on 
Internet, UNIX, Middleware, and database related projects 
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executive search firms 


Private employment agency specializ- 
ing in middle- and top-management 


placements. 
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When hiring an executive for an 
organization, many companies turn to 
executive search firms for their network 
and other capabilities. Firms such as 
Odgers Ray & Berndtson provide access 
to quality executive candidates beyond 
that of many organizations acting alone. 
(Source: ©Odgers Ray & Berndtson) 
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Public and state agencies All states provide a public employment service. One major 
function of these agencies is assisting workers receiving unemployment benefits to 
find employment. Many states have excellent and extensive employment services. The 
U.S. Department of Labor sponsors a site called CareerOneStop at www.careeron- 
estop.org that offers career resources to job seekers, students, businesses and work- 
force professionals along with links to job service listings in every state. In addition to 
matching employers with qualified workers, many public and state agencies assist 
employers with testing, job analysis, evaluation programs, and community wage surveys. 
Workers seeking employment can receive assistance with career guidance, job seeking 
skills, and training. 

Private agencies How do private employment agencies, which charge for their ser- 
vices, compete with state agencies that give their services away? Private agencies collect 
fees from employers or employees for their matching services. The private employment 
agency’s fee can be totally absorbed by either the employer or the employee, or it can be 
split. The alternative chosen usually depends on demand and supply in the community 
involved. Private agencies may also provide a more complete line of services than public 
agencies. They may advertise the position, screen applicants against the criteria speci- 
fied by the employer, and often provide a guarantee covering six months or a year as 
protection to the employer should the applicant not perform satisfactorily. Some of the 
largest private agencies are Manpower, Addeco, and Kelly Services. 

Management Consulting Firms Frequently called executive recruiters or “headhunters,” 
these are actually specialized private employment agencies. They specialize in middle- 
and top-level executive placement, as well as hard-to-fill positions such as actuaries, IT 
specialists, or managers with international experience. In addition to the level at which 
they recruit, the features that distinguish executive search agencies from most private 
employment agencies are their fees, their nationwide contacts, and the thoroughness of 
their investigations. In searching for an individual of vice-president caliber, whose 
compensation package may far exceed $250,000 a year, the potential employer may be 
willing to pay a high fee to locate exactly the right individual to fill the vacancy: up to 
35 percent of the executive’s first-year salary is not unusual as a charge for finding and 
recruiting the individual. 

Executive Search Firms Executive search firms canvass their contacts and do pre- 
liminary screening. They seek out highly effective executives who have the right skills, 
can adjust to the organization, and most important, are willing to consider new chal- 
lenges and opportunities. Such individuals may be frustrated by their inability to 
move up quickly in their current organization, or they may have been recently passed 
over for a major promotion. The executive search firm acts as a buffer for screening 
candidates and, at the same time, keeps the prospective employer anonymous. In the 
final stages, senior executives in the prospective firm can move into the negotiations 
and determine the degree of mutual interest. 


Schools, Colleges, and Universities Educational institutions at all levels offer 
opportunities for recruiting recent graduates. Most educational institutions operate 
placement services where prospective employers can review credentials and interview 
graduates. Most also allow employers to see a prospective employee’s performance 
through cooperative arrangements and internships. Whether the job requires a high- 
school diploma, specific vocational training, or a bachelor’s, masters, or doctoral 
degree, educational institutions are an excellent source of potential employees. 

High schools or vocational-technical schools can prove to be a good source of part- 
time and entry level employees. Community colleges along with other two- and four-year 
colleges and graduate schools can provide professional and managerial-level personnel. 
Although educational institutions are usually viewed as sources for inexperienced 
entrants to the workforce, it is not uncommon to find individuals with considerable 
work experience using an educational institution’s placement service. They may be 
workers who have recently returned to school to upgrade their skills or former graduates 
interested in pursuing other opportunities. 
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Job Fairs Once thought to be a little old fashioned and not very cost effective; job fairs 
are making a comeback as an effective recruiting tool. Often held on or near college cam- 
puses in the spring, they’re a good opportunity to build a company’s employment brand. 
They can also be staffed by employees, providing a great employee development tool. The 
primary purpose is to contact prospective employees and collect information and 
résumés, but it’s not uncommon for online applications to double in the days following 
a job fair event. Most employers go out of their way to make sure that even unsuitable 
candidates leave the job fair with a favorable impression of the company. Many are coun- 
seled on the additional requirements and training they would need to be successful can- 
didates. Employees staffing the events gain valuable leadership training and are often 
energized to promote the virtues of their employer long after the event. 

A new twist on the concept are virtual job fairs. They have the same purpose and feel 
as traditional job fairs, but are held totally online. Some even include avatars—virtual 
online images of people—and virtual company recruiting booths. Job seekers and 
recruiters meet online by logging into a specific Web site at a specified time. They may be 
held by a single company or group of employers. Sponsors have included Unisfair, 
CollegeGrad.com, and the National Association of Colleges and Employers, and partici- 
pants have included Microsoft, Cisco Systems, and IBM. They are popular with tech-savvy 
Gen Y job seekers because they don’t involve expensive travel or the need to dress up. 


Professional Organizations Many professional organizations, including labor unions, 
operate placement services for the benefit of their members. Professional organizations 
serving such varied occupations as industrial engineering, psychology, accounting, legal, 
and academics publish rosters of job vacancies and distribute these lists to members. It is 
also common practice to provide placement facilities at regional and national meetings 
where individuals looking for employment and companies looking for employees can 
find each other—building a network of employment opportunities. 

Professional organizations, however, can also apply sanctions to control the labor 
supply in their discipline. For example, although the law stipulates that unions cannot 
require employers to hire only union members, the mechanisms for ensuring that 
unions do not break this law are poorly enforced. As a result, it is not unusual for labor 
unions to control supply through their apprenticeship programs and through their 
labor agreements with employers. Of course, this tactic is not limited merely to blue- 
collar trade unions. In professional organizations where the organization placement 
service is the focal point for locating prospective employers, and where certain qualifi- 
cations are necessary to become a member (such as special educational attainment or 
professional certification or license), the professional organization can significantly 
influence and control the supply of prospective applicants. 


Unsolicited Applicants Unsolicited applications, whether they reach the employer by 
letter, e-mail, online application, telephone, or in person, constitute a source of prospec- 
tive applicants. Although the number of unsolicited applicants depends on economic 
conditions, the organization’s image, and the job seeker’s perception of the types of jobs 
that might be available, this source does provide an excellent supply of stockpiled appli- 
cants. Even if the company has no current openings, the application can be kept on file 
for later needs. Unsolicited applications made by unemployed individuals, however, gen- 
erally have a short life. Those individuals who have adequate skills and who would be 
prime candidates for a position in the organization if it were available, usually find 
employment with some other organization that does have an opening. However, in times 
of economic stagnation, excellent prospects are often unable to locate the type of job 
they desire and may stay active in the job market for many months. 


Online Recruiting 


Newspaper advertisements and employment agencies may be on their way to extinction 
as primary sources for conveying information about job openings and finding job 
candidates, thanks to Internet recruiting. Most companies, both large and small, use 
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Virtual Job Fair online sites provide 
contact between job seekers and 
prospective employers in real-time. 
(Source: ©Unisfair) 


job fairs 

Events attended by employer repre- 
sentatives or recruiters with the goal 
of reaching qualified candidates. 
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online resumes 
Résumés created and formatted to be 
posted on online résumé or job sites. 


b i i 


Is this nurse a full-time employee of 

the hospital or an individual assigned 

to the hospital on a temporary basis? 

In contemporary organizations one 
simply doesn’t know. Temporary workers 
today can include nurses, computer 
programmers, accountants, librarians, 
even chief executives! (Source: Andersen 
Ross/Photodisc Red/Getty Images, Inc.) 
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the Internet to recruit new employees by adding a “careers” section to their Web site.17 
Those organizations that plan to do a lot of Internet recruiting often develop dedicated 
sites specifically designed for recruitment. In addition to building the employment 
brand of the organization, they include the typical information you might find in an 
employment advertisement, such as qualifications sought, experience required, and 
benefits provided. They also showcase the organization’s products, services, corporate 
philosophy, and mission statement. This information should increase the quality of 
applicants, as those whose values don’t mesh with the organization would not bother 
to apply. 

It’s important to note, however, that the goals of recruiting should not be forgot- 
ten simply because of the use of technology. That is, it’s in the best interest of the orga- 
nization to continue to provide as much job description information as possible so the 
unqualified do not apply. Why? Studies indicate that nearly 80 percent of all résumés 
submitted are inappropriate for the position.’® But fortunately, that does not always 
result in severe inefficiencies for employers. Thanks to the use of technology and key 
word searches, most of the unqualified applicants receive their “no thank you” 
responses directly from the computer—without a human ever having to get involved.!? 
The best designed Web sites include an online response form, so applicants need not 
send a separate résumé by mail, e-mail, or fax. Applicants fill in a résumé page and click 
the “submit” button. Cisco Systems, for example, receives nearly all of its résumés elec- 
tronically.”° 

Many online job sites, including Monster, CareerBuilder, Yahoo Hot Jobs, and 
Craigslist provide extensive job listings of nearly every imaginable job category while 
industry specific sites such as Dice.com provide listings for one area such as technical 
careers. The employment agency Manpower has even opened an office in the cyberspace 
world of Second Life. 

Many job candidates are also using the Internet to their advantage. They set up 
their own Web pages with online resumes to “sell” their job candidacy. When they 
learn of a possible job opening, they encourage potential employers to “check out my 
Web site.” There, applicants have standard résumé information, supporting documen- 
tation, and sometimes a video where they introduce themselves to potential employers. 
Although résumés are frequently searched by recruiting firms that scan the Internet in 
search of viable job candidates, many employers are concerned that using video résumés 
in the initial screening process might make them vulnerable to claims of discrimination 
based on information they might infer by viewing the candidate’s video. 

Internet recruiting provides a low-cost means for most businesses to gain 
unprecedented access to potential employees worldwide, even for senior-level execu- 
tives." And online job posting can be very cost effective. For example, Craigslist job 
listings are free for most listings except for those in several of the nation’s largest cities. 
It’s also a way to increase diversity and find people with unique talents such as being 
bilingual. 

The social networking sites often referred to as Web 2.0 including Facebook and 
LinkedIn provide opportunities for contacts with people indicating interests or affilia- 
tion with specific industries or employers. Microsoft and McDonald’s are working on 
building a visible presence on Facebook. LinkedIn claims to have over 100,000 recruiters 
registered. Ernst & Young answers questions from college students on Facebook—people 
they are trying hard to recruit. Healthcare company Johnson & Johnson has even devel- 
oped its own social network for nurses. New sites are developing and offering services 
that operate similar to online matchmaker eHarmony, to assess job seekers and perfectly 
match them with prospective employers. 


Effective Recruiting 


The most effective recruiting methods vary by the number of employees in the company 
and the industry the company is in. The most popular recruiting methods used by 
employers in a recent survey include those shown in the following table.?” 


Recruiting Sources 


Percentage of Employers 


Sources of Recruiting Using the Source 


Company Web sites 87% 
Internet job sites 82% 
In-house referrals 78% 
Newspapers and magazines 73% 
Colleges and high schools 60% 
Professional/industry associations 58% 
Job fairs 55% 
Internships 52% 
Headhunters 52% 
Looking online for resumes 38% 
Radio/TV ads 11% 


Recruitment Alternatives 


Much of the previous discussion on recruiting sources implies that these efforts are 
designed to locate and hire full-time, permanent employees. However, economic reali- 
ties that include employee layoffs, coupled with management trends such as rightsiz- 
ing, have created a slightly different focus. More companies today are hiring temporary 
help (including retirees), leasing employees, and using independent contractors. Recall, 
however, our discussion in Chapter 1 that temporary or contingent workers may raise 
some legal issues for employers—especially over the question as to whether or not an 
individual is, in fact, an employee.”* 


Temporary Help Services Organizations such as Kelly Services, Manpower, and 
Accountemps supply temporary employees. Temporary employees are particularly valu- 
able in meeting short-term fluctuations in HRM needs.”4 Although traditionally devel- 
oped in office administration, temporary staffing services have expanded to a broad 
range of skills. It is now possible, for example, to hire temporary nurses, computer pro- 
grammers, accountants, librarians, drafting technicians, administrative assistants— 
even CEOs. 

In addition to specific temporary help services, another quality source of tempo- 
rary workers is older workers, those who have already retired or have been displaced by 
rightsizing in many companies.”> An aging workforce and certain individuals’ desire to 
retire earlier have created skill deficiencies in some disciplines. Older workers bring 
those skills back to the job. The reasons older workers continue to work vary, °° but they 
bring several advantages: flexibility in scheduling, low absenteeism, high motivation, 
and mentoring abilities for younger workers.”” 


Employee Leasing Leased employees typically remain with an organization for 
longer periods than temporary employees. Under a leasing arrangement, individuals 
work for the leasing firm.78 Organizations can use employee leasing companies to pro- 
vide employees for specialized areas like human resources or accounting, or it can lease 
its entire staff. Employee leasing companies, called Professional Employee Organiza- 
tions or PEOs, can provide substantial cost savings to organizations that lease employ- 
ees rather than hire them, particularly for smaller employers. The PEO manages 
employees for many employers, so they can negotiate large group discounts for benefits 
such as health, life, vision, and dental insurance. They might also be able to offer a 
wider variety of benefits than a smaller employer. 


Independent Contractors Another means of recruiting is the use of independent 
contractors. Often referred to as consultants, independent contractors are taking on a 
new meaning. Companies may hire independent contractors to do specific work at a 
location on or off the company’s premises. For instance, claims processing or medical 
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leased employees 
Individuals hired by one firm and sent 
to work in another for a specific time. 
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WORKPLACE ISSUES 


“Best Practice” Ideas Applicable to Recruitment and Hiring”? 


What are the EEOC-recognized best practices 
for private-sector organizations? Below are 
examples of what the “best of the best” do when 
recruiting. 


= Establish a policy for recruitment and hiring, including 
criteria, procedures, responsibilities, and applicability of 
diversity and affirmative action. 

= Engage in short-term and long-term strategic planning. 

= Identify the applicable barriers to equal employment 
opportunity. 

= Ensure a communication network notifying interested persons 
of opportunities, including advertising within the organization 
and, where applicable, not only with the general media, but 
with media aimed at minority people, disabled people, older 
people, and women. 

= Communicate the competencies, skills, and abilities required 
for available positions. 

= Communicate about family-friendly and work-friendly 
programs. 

= Where transportation is an issue, consider arrangements 
with the local transit authority. 

= Participate in career and job fairs and open houses. 


Work with professional associations, civic associations, and 
educational institutions with minorities, women, persons 
with disabilities, and/or older persons to recruit. 

Use recruiter, referral, and search firms with instructions to 
present diverse candidate pools to expand search networks. 
Partner with organizations that have missions to serve tar- 
geted groups. 

Use internship, work/study, co-op, and scholarship programs 
to attract interested and qualified persons and to develop 
potential candidates. 

Develop and support educational programs and become 
more involved with educational institutions that can refer 
a more diverse talent pool. 

Ensure that personnel involved in recruitment and hiring 
are well trained in their equal employment opportunity 
responsibilities. 

Explore community involvement options so the company’s 
higher profile may attract more interested persons. 
Eliminate practices that exclude or present barriers to 
minorities, women, people with disabilities, older people, or 
any individual. 

Include progress in equal employment opportunity recruit- 
ment and hiring as factors in management evaluation. 


and legal transcription activities can easily be done at home and routinely forwarded to 
the employer. Frequently, independent contractors have the same access to online tech- 
nology (Internet, smartphones) that telecommuters do. 

Independent contractor arrangements benefit both the organization and the indi- 
vidual. Because the worker is not an employee, the company saves costs associated with 
full- or part-time personnel, such as insurance benefits, Social Security taxes, and work- 
ers’ compensation premiums. Additionally, such opportunity is also a means of keep- 
ing talented and dependable individuals associated with your company. Suppose an 
employee wants to work but also be available to his or her school age children, take care 
of elderly parents, or just wants a more flexible situation. Allowing the individual to 
work at home, on his or her time, can be a win-win solution to the problem. 


Recruiting: A Global Perspective 


The first step in recruiting for overseas positions is to define the relevant labor market. 
For international positions, however, that market is the whole world.°° Organizations 
must decide if they want to send an American overseas, recruit in the host country, or 
overlook nationality and do a global search for the best person available. It’s important 
to make an appropriate choice; the cost of failure in an international assignment can run 
high, sometimes in the six-figure range.”! 

This basic decision depends partly on the type of occupation and its requirements, 
as well as the stage of national and cultural development of the overseas operations. 
Although production, office, and clerical occupations are rarely filled beyond a local 
labor market, executive and sometimes scientific, engineering, or professional manage- 
rial candidates may be sought in national or international markets. If the organization 
is searching for someone with extensive company experience to launch a technical 
product in a new target country, it will probably want a home-country national. This 


Your Own Job Search 


Posting Online Resumés 


Many companies offer online help in developing 
your résumé and a few will help you post it online 
with your own unique Web address or URL. These 
companies merge and get bought out frequently, 
so you can’t just put it out there and forget about 
it. Update your list of skills and the format fre- 
quently to keep it appearing current and fresh. Here are a few 


Myresume.org 


VisualCV.com 


approach is often implemented when a new foreign subsidiary is being established and 
headquarters wants to control all strategic decisions, but the plan requires technical 
expertise and experience. It is also appropriate where there is a lack of qualified host- 
country nationals in the workforce. 

Other situations might benefit more from hiring a host-country national (HCN), 
assuming this is a choice. For an uncomplicated consumer product, wise corporate 
strategy may allow each foreign subsidiary to acquire its own distinct national iden- 
tity.” Clothing, for example, has different styles of merchandising, and a company may 
feel that an HCN will most likely have a better handle on the best way to market the 
sweaters or jeans of an international manufacturer. 

Sometimes the choice may not be entirely left to the corporation. In some coun- 
tries, including most African nations, local laws control how many expatriates a cor- 
poration can send. The law may establish ratios, for example, twenty HCNs must be 
employed for every American granted working papers. Using HCNs eliminates poten- 
tial language problems, avoids problems of expatriate adjustment and the high cost of 
training and relocating an expatriate with a family. It also minimizes one of the chief 
reasons international assignments fail—the family’s inability to adjust to their new sur- 
roundings. Even if companies pay a premium salary to lure the best local applicants 
away from other companies, employee-related costs are significantly lower then those 
incurred by sending an American overseas. In countries with tense political environ- 
ments, an HCN may somewhat insulate the U.S. corporation from hostilities and pos- 
sible terrorism. 

The third option, recruiting regardless of nationality, develops a group of interna- 
tional executives with a truly global perspective. On a large scale, this type of recruiting 
may reduce managers’ national identification with particular organizational units, cre- 
ating a truly international organization that makes decisions for the good of the orga- 
nization, regardless of location. 


Your Own Job Search 


Applying for a job is one of the more stressful situations you will face. Do not expect the 
search to be quick and easy, particularly in times of high unemployment. In our society, 
were conditioned to expect immediate results and it’s easy to get discouraged when 
rejection letters start to pile up. The job search process has been compared to a 
marathon rather than a sprint. Crossing the finish line takes training, commitment, 
endurance, and support.** 

Competition for most good jobs is fierce—even in times of low unemployment. You 
can’t afford to wait until the last minute; your job hunt must start well in advance of 
when you plan to start work. So, for college seniors who plan to graduate in May, start- 
ing in the fall has two advantages. First, it shows that you are taking an interest in your 
career and that you are planning. Not waiting until the last minute to begin reflects 
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DID YOU KNOW 


popular sites that offer tools for creating online résumés, man- 

aging Internet-based career portfolios, and sharing professional 
: ; : 33 

qualifications with employers: 


host-country national (HCN) 
A citizen of the host country hired by an 
organization based in another country. 


expatriate 

An individual who lives and works in 
a country of which he or she is not a 
citizen. 
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Global companies like Unilever, with 
headquarters in the Netherlands, take 
great care when sending expatriates 
onto foreign soil to work. Despite many 
benefits, if the assignment proves 
unsuccessful, the HRM cost to Unilever 
could potentially be very high. Accordingly, 
Unilever must go to great lengths to 
ensure that the expatriate has all the 
necessary tools to succeed in the foreign 
assignment. (Source: Reproduced with 
permission of Unilever.) 
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Exhibit 6-3 

A Sample Résumé 

There is no standard résumé format. The 
best format is the one that represents 
your strengths, skills, and qualifications 
most effectively. How would you evaluate 
this sample résumé? 
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favorably on you. Second, starting in the fall coincides with many companies’ recruiting 
cycles. If you wait until March to begin the process, some job openings are likely to 
already have been filled. For specific information regarding the company recruiting 
cycles in your area, visit your college’s career development center. 


Preparing Your Résumé 


All job applicants need to circulate information that reflects positively on their 
strengths and to send that information to prospective employers in a format that is 
understandable and consistent with the organization’s hiring practices. In most 
instances, this requires a résumé. 

No matter who you are or where you are in your career, you should have a current 
résumé, sometimes referred to as a CV or Curriculum Vitae (not necessarily just for edu- 
cation ... it’s French for “course of life”). Your résumé is typically a recruiter’s primary 
information source in determining whether or not to grant you an interview. Therefore, 
your résumé must be a sales tool; it must give key information that supports your can- 
didacy, highlights your strengths, and differentiates you from other job applicants. 
Include anything that distinguishes you from other applicants. Information to include 
is shown in Exhibit 6-3. Note that volunteer or community service, for example, shows 
that you are well rounded, committed to your community, and willing to help others. 

It’s valuable to pinpoint a few key themes regarding résumés that may seem like 
common sense but are frequently ignored. First, if you are making a paper copy of your 
résumé, it must be printed on a quality printer. The font style should be easy to read (for 


Shane Reynolds 
1820 North Avenue 
Bentonville, AR 72712 


CAREER OBJECTIVE: Seeking employment in an investment firm that provides a 
challenging opportunity to combine exceptional interpersonal skills and computer 


expertise. 
EDUCATION: University of Arkansas 
B.S., Business Economics and Computer Science (May 2010) 
EXPERIENCE: University of Arkansas 
9/2008 to present Campus Bookstore, Assistant Bookkeeper 


Primary Duties: Responsible for coordinating book 
purchases with academic departments; placing orders with 
publishers; invoicing, receiving inventory, pricing, and stock- 
ing shelves. Supervised four student employees. Managed 
annual budget of $125,000. 

9/2009 to 12/2009 Student Intern 
Wal-Mart Corporation 
Primary Duties: Worked on team responsible for developing 
and maintaining a product tracking system for Southwest 
region. Presented concept to regional management and 
began process of implementation. Cited for outstanding 
work on the internship. 


SPECIAL SKILLS: e Experienced in Microsoft Excel, Word, Access, and 
PowerPoint presentation software. 

Fluent in speaking and writing Chinese. 

Certified in CPR. 


Secretary/Treasurer, Student Government Association 
President, Computer Science Club 
Volunteer, Meals-on-Wheels 


REFERENCES: Available on request. 


SERVICE ACTIVITIES: 


Summary 


example, Arial or Times New Roman). Avoid any style that may be hard on the eyes, 
such as script fonts. A recruiter who must review one hundred or more résumés a day 
will look more favorably at those that make the job easier. 

It is also important to note that many companies today rely on computer software 
for making the first pass through résumés. Each résumé is scanned for specific infor- 
mation such as key job elements, experience, work history, education, or technical 
expertise. This has created two important aspects for résumé writers to remember. First, 
the computer matches key words in a job description. Thus, in creating a résumé, use 
terminology similar to the job description. Second, use a font the scanner can easily 
read, such as Arial or Times New Roman. If it cannot, your résumé may be put in the 
rejection file. Copy your résumé on good-quality white or off-white paper (no off-the- 
wall colors). This suggestion may be inappropriate for certain types of jobs—such as a 
creative artist position—but these are exceptions. You can’t go wrong using a 20-pound 
bond paper with about 20 percent cotton content. 


Some Final Remarks 


Much of what was discussed in the last few paragraphs also holds true if you are pro- 
ducing an online résumé. Advertisements and Internet recruiting sites usually specify 
whether an online or scannable résumé is required. In spite of all the technological 
improvements that come about, do not forget about a tried-and-true means of gaining 
access into an organization—networking. It still ranks as one of the best means of learn- 
ing about jobs.*° 

Finally, regardless of whether your résumé is on paper or online, make sure it is 
carefully proofread. The résumé is your only representation to the recruiter, and a 
sloppy one can be deadly. If it contains misspelled words or is grammatically incorrect, 
your chances for an interview will be significantly reduced. Proofread your résumé sev- 
eral times, and if possible, let others proofread it. 


Summary 


(This summary relates to the Learning Outcomes identified on page 132.) 
After reading this chapter, you can 


1. Define the term recruiting. Recruiting is discovering potential applicants 
for actual or anticipated organizational vacancies. It involves seeking viable job 
candidates. 

2. Identify the dual goals of recruiting. The two goals of recruiting are to generate 
a large pool of qualified applicants and to provide enough information for indi- 
viduals to self-select out of the process. 

3. Explain constraints human resource managers face in determining recruiting 
sources. Influences that constrain HRM in determining recruiting sources include 
image of the organization, attractiveness and nature of the job, internal policies, 
government requirements, and the recruiting budget. 

4. Identify the principal sources for recruiting employees. The principal sources for 
recruiting employees include internal search, advertisements, employee referrals/ 
recommendations, employment agencies, temporary leasing services, schools, col- 
leges, universities, professional organizations, the Internet (or online recruiting), 
and casual or unsolicited applicants. Employee leasing, temporary employees, and 
independent contractors continue to be good sources of employees. 

5. Describe the advantages and disadvantages of employee referrals. The advan- 
tages of employee referrals include access to individuals who possess specific skills, 
having job applicants with more complete job and organization information, and a 
universal application to all levels in the organization. The disadvantages of employee 
referrals include the potential of confusing friendship with job performance, the 
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potential for nepotism, and a potential for minimizing the organization’s desire to 
add diversity to the organization’s employee mix. 

Identify three important variables that affect response rates to job advertise- 
ments. The three important variables are: identification of the organization; labor 
market conditions; and the degree to which specific requirements are included in 
the advertisement. 

Explain what distinguishes a public employment agency from a private 
employment agency. The major difference between public and private employ- 
ment agencies often lies in their image. Private employment agencies are believed to 
offer positions and applicants of a higher caliber. Private agencies may also provide 
a more complete line of services in that they advertise the position, screen appli- 
cants against the criteria specified by the employer, and provide a guarantee cover- 
ing six months or a year as protection to the employer should the applicant not per- 
form satisfactorily. Public employment agencies are more closely linked to 
unemployment benefits. Accordingly, the image of most public agencies (not com- 
pletely accurate) is that they tend to attract and list individuals who are unskilled 
or have had minimum training. 

Describe the benefits of online recruiting. Internet recruiting provides busi- 
nesses with low-cost and unprecedented access to potential employees worldwide. 
Online recruiting also helps increase diversity and finds people with unique talents. 
Explain the concept of employee leasing and the organizational benefits of 
such an arrangement. Employee leasing refers to when individuals employed in 
an organization actually work for the leasing firm. One reason for the popularity of 
leasing is cost. The acquiring organization pays a flat fee for the employees and is 
not responsible for benefits or other costs it would incur for a full-time employee, 
such as Social Security payments. 


Demonstrating Comprehension 


QUESTIONS FOR REVIEW 
1. What is the “dual objective” of recruiting? 
2. Identify and describe factors that influence the degree to which an organization 
will engage in recruiting. 
3. What specific constraints might prevent an HR manager from hiring the best 
candidate? 
4. Present the advantages and disadvantages of recruiting through an internal search. 
5. What are the pros and cons of using employee referrals for recruiting workers? 
6. Describe the differences one may encounter when recruiting globally. 
7. Explain the opportunities for promoting yourself online to potential employers. 
Key Terms 
blind-box ad employment host-country leased 
constraints on agencies national employees 
recruiting executive search (HCN) online résumés 
efforts firms internal search recruiter 


employee referral expatriates job fairs recruiting 


Developing Diagnostic and Analytical Skills 
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Linking Concepts to Practice DISCUSSION QUESTIONS 


1. “A job advertisement that generates a thousand responses is 
always better than one that gets twenty responses.” Build an 
argument supporting this statement and an argument against 
this statement. 

2. “An organization should follow a promote-from-within 
policy.” Do you agree or disagree with this statement? 
Explain. 


3. When you go looking for a job after graduation, what sources 
do you expect to use? Why? 

4. “The emphasis on leased or temporary employees in an organi- 
zation will only lead to a decrease in employee morale. These 
employees come in, do their jobs, then leave it up to the full- 
timers to handle the details.” Build an argument supporting 
this statement, and an argument against this statement. 


Developing Diagnostic and Analytical Skills 


Case Application 6-A: POLICING PARADISE: HOW THE HONOLULU POLICE DEPARTMENT 


DEVELOPED ITS BRAND 


For years, the chiefs of the Honolulu Police Department used ohana, 
the Hawaiian word for family, to describe the department. Family is 
important in Hawaiian culture and ohana is the reason why officers 
joined and stayed with the force. 

Several years ago, the police family found itself in a staffing 
crisis. Like many other organizations, a large percentage of the 
officers were nearing retirement. Combined with other issues such 
as officers leaving for better paying jobs on the mainland and com- 
petition from other law enforcement that went on hiring sprees 
after 9/11, the force found itself significantly short of officers with 
no end in sight. Typically the department accepts only 3 percent of 
the applicants into its six-month training class, and lose some 
before the training in complete. The situation called for lots of 
applicants . . . fast. 

The department’s leaders decided that a massive recruit- 
ing campaign built around their ohana family-style culture was 
in order; $60,000 was put into recruiting efforts that took 
many forms. 


E Department image and culture was promoted as close knit and 
service oriented rather than the usual rough and tumble image 
of police departments. 

E Women’s recruitment seminars were held. 

Radio and TV ads were purchased. 

m Print ads were published in a magazine developed for the launch 
of the new interisland “Super Ferry.” 


Case Application 6-B: PRIORITY STAFFING 


Imagine you work for a large global company in human resources. 
You are faced with some special staffing needs for a few of the 
departments that you serve. You know that the people you’re look- 
ing for must be well trained and able to do the job immediately. 
So when staffing gets tough like this, you frequently turn to tempo- 
rary staffing agencies for assistance. But today’s challenge is a bit 
more complex. 

You need an administrative assistant who is fluent in Spanish 
for one of the executives visiting from Spain. You also have a project 


m Physically fit young people were targeted with recruiting efforts 
at beach volleyball tournaments, college, and even high school 
athletic events. 

m A police recruiting van was a visible presence at community events. 

= People on the mainland with ties to Hawaii, such as prior mili- 
tary service, were targeted. 

= A heavily promoted recruiting event in Portland, Oregon, drew 
people from as far away as New York and Florida. 

m Officers who had left the force for departments on the mainland 
were contacted. 


Although the downsides of working and living in Hawaii, 
primarily related to the high cost of living, were also explained, the 
numbers of recruits gradually climbed. Seven years of recruiting 
effort finally paid off in July of 2008 when the force reached zero 
vacancies according to HPD Recruiter, Officer Julie Kusuda.*° 


Questions: 


1. How could the Honolulu Police Department use other 
recruitment methods to accomplish their objectives? 

2. How successful would their recruiting efforts have been with- 
out their branding campaign? Explain. 

3. How would you handle the rejected applicants? 

4. Take a look at the Honolulu Police Department Career Center 
at www.honolulupd.org. What suggestions can you make to 
improve their recruiting efforts? 


for which you are providing HRM support that will require some- 
one who is well versed in Hindi and Hindu culture. And your man- 
ufacturing vice president is asking for your help as she’s preparing 
for a visit from a Korean client who doesn’t speak English. What do 
you do? If you’re in the New York area, the answer is simple. You 
contact Deborah Wainstein, founder of Priority Staffing Solutions, 
and ask for help.°” 

Priority Staffing Solutions is a temporary staffing agency in 
New York. Founded in 1999 by Wainstein, the organization provides 
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multilingual temporary workers to organizations in the New York City 
area. Employing fifteen full-time individuals and more than five hun- 
dred part-time employees, the company places nearly seventy tempo- 
rary employees daily as administrative assistants, computer graphics 
specialists, word processing operators, and legal office support staff. 
Serving the needs of approximately eighty clients—such organizations 
as Revlon and RCN Corporation—Priority Staffing Solutions offers 
their clients “cost-effective strategies while distinguishing and respond- 
ing to the ever-changing needs of each individual organization.” 

For Wainstein, her service is a wonderful help to her client orga- 
nizations. She’s helped them staff for peak periods or find that par- 
ticular skill needed for special projects. Through her service she’s also 
assisted her clients in saving some HR-related costs—such as those 
associated with recruiting. In return, she’s distinguished her company 


as a leading multilingual temporary staffing agency, resulting in the 
company generating several million in annual revenues. 


Questions: 


1. What role does a temporary staffing agency such as Priority 
Staffing Solutions play in the recruiting efforts of an 
organization? 

2. Does a surplus or a shortage of workers play a role in how 
organizations recruit? Discuss. 

3. How does an organization such as Priority Staffing Solutions 
assist in filling “hard-to-recruit” jobs? Explain. 

4. What effect on an organization’s image do you believe there is 
from using a firm like Priority Staffing Solutions? Defend 
your position. 


Working with a Team A QUESTION OF EFFECTIVE RECRUITING 


Tommy Ford is an impatient, results-oriented, innovative, hardwork- 
ing, focused entrepreneur. He likes working with aggressive, highly 
creative, skilled, focused team players who are flexible, change driven, 
informed, cutting-edge professionals much like himself in work ethic 
but from diverse groups. He believes that professionals with varied 
backgrounds contribute to better solutions and creativity. He wants 
only those who are as committed as he is to growing a company that 
produces the industry standard and benchmark in intranet and soft- 
ware technology. That means being willing to work sixty to ninety 
hours a week at High-5-Tech if the project requires, as well as dedica- 
tion to and passion for customers, the firm, and the project team. 
Ford may start people out with salaries slightly below industry 
average, but he rewards performance and tenure. He’s reputed to 


double a salary when a developer exceeds expectations. He also 
contributes his company’s stock to the employees’ benefit package, 
subject to their length of employment. At the current rate, a person 
might retire a millionaire if he or she can withstand the pace. 

Interested? Discuss why or why not, comparing responses with 
your paired team member. Also, here are some guiding questions for 
you and your partner to consider: 


1. What would be effective ways to recruit qualified profession- 
als to work for Tommy? 

2. How would you put together an ad that would attract the 
right people for the job? 


Learning an HRM Skill WRITING A JOB ADVERTISEMENT 


About the skill: How do you persuade individuals to pay attention 
to your job opening? Interest them in your organization? Give them 
enough information so that those who are not qualified do not 
respond? The answer to these questions lies in the job advertise- 
ment.” The more effective your advertisement, the more likely you 
will achieve the dual goal of recruiting. 


1. Tell enough about the job. Provide enough information about the 
job so that potential applicants can determine whether they 
are interested or qualified. 

2. Give relevant information about the job. Provide a job title and a 
description of job duties. This information should be drawn 
directly from the job description. 

3. List the minimum qualities a successful job incumbent needs. Include 
specific requirements a job incumbent must possess. This may 
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reflect educational levels, prior experience, and specific com- 
petencies or skills. Again, much of this information should be 
readily available from the job-specification component of the 
job description. 

4. Be specific about unique aspects of the job. Disclose any pertinent 
information the job applicant should know. For example, if the 
job requires extensive traveling, state so, as well as experience on 
specific equipment, technology applications, and so forth. 

5. Check the advertisement for correctness. Make sure the advertise- 
ment is properly written, contains no grammatical or punctu- 
ation errors, and is easy to read. Whenever possible, avoid 
jargon and abbreviations that may be confusing. Review each 
word to ensure that no terms used may be deemed inappropri- 
ate or potentially create an adverse impact. 


1. Using the job description of the benefits manager from 
Exhibit 5-7 (Chapter 5), write a job advertisement for this 
position to be placed in a national newspaper such as the Wall 
Street Journal. 

2. Develop a two- to three-page response to the following ques- 
tion: What are the pluses and minuses for an organization 
that uses temporary employees as a pool from which to select 


permanent employees? Are there pluses from the employee’s 
standpoint? 

3. Visit three different online job-recruiting sites. Explain the 
sites you visited. Describe the similarities and differences you 
noticed among the three. Which job site did you prefer? 
Explain why. 


Chapter 7 


Foundations 
of Selection 


Learning Outcomes 


After reading this chapter, you will be able to 
1 Describe the selection process. 
2 Identify the primary purpose of selection activities. 
Discuss why organizations use application forms. 
Explain the primary purposes of performance simulation tests. 
Discuss the problems associated with job interviews and means of correcting them. 
Specify the organizational benefits derived from realistic job previews. 
Explain the purpose of background investigations. 


List three types of validity. 
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Explain how validity is determined. 


154 


m When asked how he’d improve 


sales in the company (he was 


eality in many cases is stranger 
than fiction. And when it 
comes to employment selection, applying for a sales position), 
some things are just remarkable. That’s the candidate got up, walked 
because anyone who’s ever worked in out of the room, and was never 
the screening process—especially when seen again. 
interviewing job candidates—typically m After being complimented on the 
candidate’s choice of college and 
GPA, the candidate remarked 
that he really didn’t go to that 


college—just thought he’d say so 


has some fascinating stories to tell. 
Consider the following questions posed 
or comments made by interviewees 
during actual interviews." 

to get the company’s attention. 


E Do you know of any companies 


whereToould geeajobT would E One candidate arrived at the 


like better than this one? airport for the start of his 


; a ; interview. As he got off the 
E I’m quitting my present job i eee id 
because I hate to work hard. Pore ene Was TOOEO! 


E I don’t think Pm capable of 
doing this job, but I sure would 


to live and work in that city, 
and immediately left to find 


like the money. a return flight. 


E I think what would help this 


organization would be if it had 


Wouldn’t it be nice if it was clear 
from the start that a candidate wasn’t 
a more creative side to it. suited for the job? It sure would 
E My résumé might look like Pm 

a job hopper. But I want you to 
know that I never left any of 
these jobs voluntarily. 

E I don’t believe that anyone in 
my former organizations was 
as gifted as I was. 

E Did you know my uncle is 
president of a competing 
organization? 

m What job am I applying for 
anyway? 

E I’m leaving my present job 
because my manager is a jerk; 
all managers are jerks. 

E A candidate expressed her 
interest in the position but 
only if her boyfriend liked 
the company and the hiring 
manager. She then asked if she 
could go get her boyfriend, who 


was waiting outside. 


(Source: Leland Bobbe/Stone/Getty Images, Inc.) 


make things easier! How about the 
applicant who is impeccably dressed 
for the interview, handles questions 
exceptionally well, and has a good bit 
of experience? The organization, 
however, is a rather conservative one, 
where proper business attire is the 
status quo. The candidate, in this case, 
has multiple facial piercings, visible 
tattoos, and has dyed her hair some 
color you simply are not sure about. 
Now what? 

HR practitioners usually do not 
have clear-cut situations that allow 
them to make quick, decisive decisions 
about a candidate. Making selection 
determinations is often difficult. Yet 
all selection activities exist for the 
purpose of making effective selection 
decisions—seeking to predict which 
job applicants will be successful job 


performers if hired. 
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initial screening 
The first step in the selection process 
whereby job inquiries are sorted. 
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Introduction 


Consider this scenario. A recent international business graduate went on her first inter- 
view in an organization with significant operations on four continents.” Not knowing 
what to expect, she prepared as best she could. She was exquisitely dressed in a new navy 
pinstriped suit and carried her recently purchased black leather briefcase. As she 
entered the human resource management office, she encountered two doors. On the 
first door was the sign “International Business Majors.” On the second was “All Other 
Majors.” She entered door one, which opened up to two more doors. On door one was 
“3.55 or Better GPA”; door two, “All Other GPAs.” Having graduated with a 3.78 GPA, 
she entered door one, and found herself facing yet two more choices. Door one stated, 
“Fluent in three languages,” and door two, “Fluent in two or fewer languages.” Because 
her education did not require language proficiency and she was fluent in only one lan- 
guage, she went through door two. Upon opening the door, she found a box with 
preprinted letters saying, “Your qualifications did not meet the expectations of the job. 
Thanks for considering our organization. Please exit to the right.” 

Of course no selection activity is this impersonal or clear-cut. Successful selection 
activities entail a lot of careful planning. The selection process is composed of steps, 
each of which provides decision makers with information that will help them predict 
whether an applicant will be a successful job performer.? One way to conceptualize this 
is to think of each step in the selection process as a higher hurdle in a race. The appli- 
cant able to clear all the hurdles wins the race and the job offer. 


The Selection Process 


Selection activities follow a standard pattern, beginning with an initial screening inter- 
view and concluding with the final employment decision. The selection process typically 
consists of eight steps: (1) initial screening interview, (2) completion of the application 
form, (3) preemployment tests, (4) comprehensive interview, (5) conditional job offer, 
(6) background investigation, (7) medical or physical examination, and (8) permanent 
job offer. Each step represents a decision point requiring affirmative feedback in order 
for the process to continue. Each step in the process seeks to expand the organization’s 
knowledge about the applicant’s background, abilities, and motivation, and it increases 
the information that decision makers use to make their predictions and final choice. 
However, some steps may be omitted if they do not yield useful data, or if the cost of the 
step is unwarranted. Applicants should also be advised of any specific screening, such as 
credit checks, reference checking, and drug tests. The flow of these activities is depicted 
in Exhibit 7-1. Let’s take a closer look at each. 


Initial Screening 


The first step in the selection process involves initial screening of potential candi- 
dates. This initial screening is, in effect, a two-step procedure: (1) screening inquiries 
and (2) screening interviews. If the company’s recruiting effort has been successful, 
they will have a pool of potential applicants. The organization can eliminate some of 
these respondents based on the job description and job specification. Perhaps candi- 
dates lack adequate or appropriate experience, or adequate or appropriate education. 
Other red flags include gaps in the applicant’s job history, a listing of numerous jobs 
held for short periods of time, or courses and seminars listed instead of appropriate 
education. 

The screening interview is also an excellent opportunity for HRM to describe the 
job in enough detail so the candidates can consider if they are really serious about 
applying. Sharing job description information frequently encourages the unqualified 
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Failed to meet minimum qualifications 


| 


Initial screening 


| Passed 


Completed application | 


| Passed 
Failed test 


Employment test | 


Failed to complete application or failed job specifications 


| Passed 
Failed to impress interviewer and/or meet job expectations Passed 


Comprehensive interview 


Problems encountered 


Background examination é 
if required 


Passed 


| Reject applicant | 


| Unfit to do essential elements of job Medical/physical examination 
if required (conditional 


job offer made) 


Note: The comprehensive approach completes Able to perform 
all steps before a hiring decision is made. essential elements 
of job 
Permanent job offer €= — 


or marginally qualified to voluntarily withdraw from candidacy with a minimum cost 
to the applicant or the organization. Phone interviews are efficient ways to hold screen- 
ing interviews. 

HRM needs to remember to keep the phone screening interview short. Discuss the 
candidate’s relevant experience as submitted on the application form and résumé. Lis- 
ten for energy and enthusiasm in their voice, and remember to project the company cul- 
ture or employment “brand.” The candidate is evaluating you and the organization too. 
Be sure to tell them when the next step will occur and what to expect. Do not offer an 
official job interview during the phone screening interview. 

Another important point during the initial screening phase is to identify a salary 
range. Most workers are concerned about their salaries, and even if a job opening 
sounds exciting, a low salary may drive away excellent talent. During this phase, if 
proper HRM activities have been conducted, you should not need to mask salary data. 


Completing the Application Form 


After the phone screening interview, applicants may be asked to complete the organiza- 
tion’s application form. This may be as brief as requiring only the applicant’s name, 
address, and telephone number. Most organizations, on the other hand, may want a 
more comprehensive employment profile. In general terms, the application form gives 
a job-performance-related synopsis of applicants’ life, skills, and accomplishments (see 
Diversity Issues in HRM). 

Applications obtain information the company wants and needs in order to make a 
proper selection. Completing the application also serves as another hurdle. If the appli- 
cation requires following directions and the individual fails to do so, that is a job- 
related reason for rejection. Finally, applications require a signature attesting to the 
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Conditional job offer 


Exhibit 7-1 

The Selection Process 

From advertising an opening to offering 
a job, HRM and the applicant may go 
through many steps. Not all employers 
use every step, but the comprehensive 
approach used by many employers is 
illustrated here. 


application form 
Company-specific employment form 
used to generate specific information 
the company wants. 
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Interview Questions 


There are no interview questions that are actually 
illegal, but the EEOC does look with “extreme 
disfavor” on questions about age, skin color, dis- 
ability, national origin, race, religion, gender, or 
veteran status. Interviewees are becoming increas- 
ingly ee about their rights, and an employer that is careless 
about interview questions that may lead to illegal discrimina- 
tion could find itself in court. 


DIVERSITY ISSUES IN HRM 


Remember that beyond EEO laws, many specific state 
fair employment laws expressly forbid certain types of ques- 
tions. The following is a representative list of unacceptable 
questions that may lead to direct discrimination or indirect 
discrimination because of “disparate impact” or how the 
answer may affect protected groups. Acceptable questions 
are listed if there is an acceptable alternative. This list is 
NOT all-inclusive.* 


Topic Unacceptable Acceptable 
Reliability and Number of children? What hours and days can you work? 
Attendance Who is going to baby-sit? Are there specific times that you cannot work? 


Do you observe Yom Kippur/Ramadan/Christmas? 
Do you have preschool age children at home? 


Do you have a car? 


Citizenship and 
National Origin 


Where are you from originally? 
Where are your parents from? 
What is your maiden name? 


Arrest and Conviction Have you ever been arrested? 


Disabilities Do you have any job disabilities? 


Credit Record Do you own your own home? 


Have your wages ever been garnished? 


Have you ever declared bankruptcy? 


Military Service 


Language What is your native language? 
How did you acquire the ability to read, write, 
or speak a foreign language? 

Organizations Which clubs, societies, and lodges do you 


belong to? 
Race or Color Include a recent photograph. 


Worker’s Compensation 


Religious Faith Inquiry into applicant’s religious denomination, 
religious affiliations, church, parish, pastor, or 
religious holidays observed. 

Gender Do you wish to be addressed as Mr.?, Mrs.?, 
Miss?, or Ms.? 

Education When did you graduate from high school 
or college? 

Personal What color are your eyes, hair? 


What is your height and weight? 


What type of discharge did you receive? 
Are you in the national guard or reserves? 


Have you ever filed for worker’s compensation? 
Have you had any prior work injuries? 


Do you have responsibilities other than work 
that will interfere with specific job requirements 
such as traveling? 


Are you legally eligible for employment in the 
United States? 
Have you ever worked under a different name? 


Have you ever been convicted of a crime? If so, 
when, where, and what was the disposition of 
the case? 

Can you perform the duties of the job you are 
applying for? 

Credit references may be used if in compliance 
with the Fair Credit Reporting Act of 1970 and 


the Consumer Credit Reporting Reform Act 
of 1996. 


What type of education, training, and/or work 
experience did you receive while in the military? 


What languages do you speak and write fluently? 
(If the job requires additional languages.) 


Are you a member in organizations that are 
relevant to your ability to perform the job? 


No acceptable alternative. 


No acceptable alternatives. 


No acceptable alternatives unless there is a bona 
fide occupational qualification. 


No acceptable alternative. 


Do you have a high school diploma or 
equivalent? 
Do you have a university or college degree? 


No acceptable alternative unless there is a 
bona fide occupational qualification. 
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truthfulness of the information given and giving permission to check references. If, at a 
later point, the company finds out the information is false, it can justify immediate 
dismissal. 


Key Issues The Civil Rights Acts of 1964 and 1991 and subsequent amendments, 
executive orders, court rulings, and other legislation have made it illegal to discriminate 
on the basis of sex, race, color, religion, national origin, disability, and age. The only 
major exceptions to these guidelines involving age, sex, and religion are those rare cases 
where these criteria are bona fide occupational qualifications (BFOQ) as discussed in 
Chapter 3. Any question listed on a job application form or asked in an interview must 
be job related. Management has a responsibility to demonstrate that information sup- 
plied by applicants is job related, and items that fail that test should be omitted. 

In addition to these changes in application forms, one important aspect has been 
added. Applications typically include a statement giving the employer the right to dismiss 
an employee for falsifying information. They also typically indicate that employment is 
at the will of either party (the employer or the employee can end the work relationship) 
and that the employee understands that employment is not guaranteed. Furthermore, 
the applicant gives the company permission to obtain previous work history. Of course, 
an applicant has the right not to sign the application. In that event, however, one’s 
application may be removed from consideration. 


Weighted Application Forms Weighted application forms offer excellent potential 
in helping recruiters differentiate between potentially successful and unsuccessful job 
performers." To create such an instrument, individual form items, such as years of 
schooling, months on last job, salary data for all previous jobs, and military experience, 
are validated against performance and turnover measures and given appropriate 
weights. Let’s assume, for example, that HRM is interested in developing a weighted 
application form that would predict which applicants for the job of accountant, if 
hired, would stay with the company. They would select from their files the application 
forms from each of two groups of previously hired accountants—a group that had short 
tenure with the organization (adjusters who stayed, say, less than one year), and a group 
with long tenure (say, five years or more). These old application forms would be 
screened item by item to determine how employees in each group responded. 

In this way, management would discover items that differentiate the groups and 
weigh them relative to how well they differentiate applicants. If, for example, 80 percent 
of the long-tenure group had a college degree, possession of a college degree might have 
a weight of 4. But if 30 percent of the long-tenure group had prior experience in a major 
accounting firm, compared to 30 percent of the short-tenured, this item might have a 
weight of only 1. Note, of course, that this procedure would have to be done for every 
job in the organization and balanced against the factors of those that do not fall into 
the majority category. For example, although 80 percent of the long-tenure individuals 
had a college degree, HRM would need to factor into the weighting scheme those who 
had a college degree and were successful on the job, but had only short tenure with 
the company. 

Items that predict long tenure for an accountant might be totally different from 
items that predict long tenure for an engineer or even a financial analyst. However, the 
development of sophisticated computer software may make the task of developing 
applications for each job more manageable. 


Successful Applications The application form, as noted earlier, has had wide success 
in selection for diverse jobs. For instance, the hotel industry has found application 
form analysis valuable. In one study, seven items on the application were highly predic- 
tive of successful performance as measured by job tenure.° Evidence that the applica- 
tion form provides relevant information for predicting job success is well supported 
across a broad range of jobs. Care must be taken to ensure that application items are 
validated for each job. Also, since their predictive ability may change over time, the 
items must be continuously reviewed and updated. A major consideration, however, 
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weighted application form 

A special type of application form that 
uses relevant applicant information to 
determine the likelihood of job success. 
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performance simulation tests 
Work sampling and assessment cen- 
ters evaluation abilities in actual job 
activities. 


work sampling 

A selection device requiring the job 
applicant to perform a small sampling 
of actual job activities. 


assessment center 

A facility where performance simula- 
tion tests are administered. These 
include a series of exercises used for 
selection, development, and perfor- 
mance appraisals. 


How can an organization like Lowe's 
ensure that it has the right person 
handling the checkout counter? Using 
work sampling as part of the selection 
process, the organization can determine 
which candidate has the requisite skills to 
perform the job. (Source: © AP/Wide 
World Photos) 
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that management should be aware of is the possibility that the application information 
given is erroneous. A background investigation can verify most data. 


Preemployment Testing 


It is estimated that more than 60 percent of all organizations use some type of employ- 
ment test.” Preemployment tests are quite helpful in predicting who will be successful 
on the job. Literally hundreds of tests can serve as selection tools. They can measure 
intellect, spatial ability, perception skills, mechanical comprehension, motor ability, or 
personality traits.” Employers recognize that the investment in time and cost of these 
tests, combined with other selection tools and a well-thought out hiring process results 
in better quality hires. Many types of testing exist. We’ll cover a few of the most com- 
monly used tests. 


Performance Simulation Tests To avoid criticism and potential liability from using 
psychological, aptitude, and other types of written tests, interest has been increasing in 
performance simulation tests. The single identifying characteristic of these tests is 
that they require the applicant to engage in specific behaviors necessary for performing 
the job successfully. As a result, performance simulation tests should more easily meet 
the requirement of job relatedness because they evaluate actual job behaviors. 


Work Sampling Work sampling creates a miniature replica of a job. Applicants 
demonstrate that they possess the necessary talents by actually doing the tasks. Care- 
fully devised work samples based on job analysis data determine the knowledge, skills, 
and abilities needed for each job. Then, each work sample element is matched with a 
corresponding job performance element. For example, a work sample for a customer 
service representative at Wells Fargo Bank may involve keyboard computation: the 
applicant performs computations during a customer transaction. At Lowe’s, a potential 
check-out clerk is screened for a job that requires scanning the prices of a customer’s 
purchases quickly and accurately. Most candidates first go through a similar work- 
sampling session where supervisors demonstrate how to scan accurately, ensuring that 
the product did indeed ring up. Then the candidate is given an opportunity to show 
that he or she can handle the job. Work sampling, then, reflects hands-on experience. 

The advantages of work sampling over traditional pencil-and-paper tests should be 
obvious. Because work samples are essentially identical to job content, work sampling 
should be a better predictor of short-term performance and should minimize discrimi- 
nation. Additionally, the nature of their content and the methods used to determine 
content help ensure that well-constructed work sample tests easily meet EEOC job- 
related requirements. The main disadvantage is the difficulty in developing appropriate 
work samples for each job. Furthermore, work sampling is not applicable to all levels of 
the organization. The difficulty in using this method when screening for managerial 
jobs lies in creating a work sample test that can address the full range of managerial 
activities and responsibilities. 


Assessment Centers A more elaborate set of performance simulation tests, specifi- 
cally designed to evaluate a candidate’s managerial potential, is administered in assess- 
ment centers. Assessment centers use procedures that incorporate group and individual 
exercises. Applicants go through a series of these exercises and are appraised by line exec- 
utives, practicing supervisors, and/or trained psychologists as to how well they perform. 
As with work sampling, these exercises are designed to simulate the work of managers 
and so tend to be accurate predictors of later job performance. In some cases, however, 
the assessment center also includes traditional personality and aptitude tests.'? 


Testing in a Global Arena Many of the standard selection techniques described in 
this text do not easily transfer to international situations. When recruiting and employ- 
ing host-country nationals, typical American testing works in some countries but not 
in others. For example, handwriting or graphology tests, sometimes used in the United 
States, are frequently used in France. In Great Britain, most psychological tests such as 
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DID YOU KNOW? 


Too Much Information 


Many years ago it was common practice to put m Another candidate posts the comment, “The turning point 

photos on résumés or for employers to request in my life: attending a college course on ‘under-represented 

photos with applications. The idea sounds anti- minorities and the continuing plight of African Americans 

quated now, doesn’t it? The practice was stopped in the white community.” 

because the appearance of using the photos to = A job applicant writes: “Nothing is more important to me 

discriminate based on gender, race, or age left than the values I have learned from being a Seventh Day 
employers open to liability. Adventist.” 1! 


Fast forward to our world of online social networking 
where Facebook alone claims nearly 200 million active users. Do 
employers take a giant step backward when they look up appli- 
cants’ profiles on Facebook or the career-oriented LinkedIn? 
Such sites reveal far more about their members than just their 
physical appearances. 

A recent survey by Vault.com found that 44 percent of 
employers use social networking sites to examine the profiles of 
job candidates and that 30 percent have looked up the profiles 
of current employees. +° Using the Internet to look up candi- 
dates is not illegal because the Internet is public property. Users 
need to understand that they have no expectation of privacy 
when they reveal personal information online. The problems 
start when employers make hiring decisions based online infor- 
mation that isn’t job related or discriminates against the appli- 
cant in violation of EEO laws. 

Candidates don’t help the situation. Here are some exam- 
ples of self-disclosing profiles on Facebook: 


Checking out an applicants profile on Facebook or 
LinkedIn is tempting, especially when references and former 
employers are increasingly wary of being candid in their opin- 
ions. However, comments on social networking sites can reveal 
information that the employer is prohibited from asking or 
using in an interview. Candidates who are rejected based on 
information found online may claim that they are the victims of 
illegal discrimination because the employer used information 
indicating the candidate’s race, religion, or other irrelevant fac- 
tors in the hiring decision. 

Employers need to have a policy in place that outlines the 
purpose of online searches and specifically states that they do 
not base any decisions on race, color, national origin, gender, 
faith, disability, or any other protected situation.” Candidates 
should be hired or rejected based only on legitimate job-related 
criteria. 

Of course, if HRM avoids the Internet entirely, the organi- 
zation is much safer if accused of discrimination. If the tempta- 


m A candidate discloses that he kicked a drug habit, got out of tion of using online sources like Facebook and LinkedIn is too 
rehab, and is getting on with his life. great to avoid, it’s a little safer to use it after a face-to-face inter- 

m “My Ritalin level must be down today,” writes a young view so the employer cannot be accused of using non-job-related 
prospective employee. criteria as a way to screen applicants. 


graphology, polygraph, and honesty tests are rarely used in employment. 19 Accordingly, 
whenever American corporations prepare to do business abroad, their practices must 
adapt to the cultures and regulations of the country in which they will operate. 


Comprehensive Interviews 


Applicants who pass the initial screening, application form, and required tests typically comprehensive interview 
receive a comprehensive interview. The applicant may be interviewed by HRM inter- A selection device used to obtain in- 
viewers, senior managers within the organization, a potential supervisor, colleagues, or depth information about a candidate. 
some or all of these. In fact, at Disney, like most other organizations, applicants are 
interviewed by numerous individuals. 
The comprehensive interview is designed to probe areas not easily addressed by the 
application form or tests, such as assessing a candidate’s motivation, values, ability to 
work under pressure, attitude, and ability to “fit in” with the organizational culture.” 
Fit cannot be overstated. Ironically, in many cases, employees are hired based on their 
competencies and how likely they are to be successful performers. The majority of those 
who fail do so because they cannot fit within the organization’s culture. Accordingly, 
skills and aptitudes may get candidates in the door, but how well they adapt to the orga- 
nization frequently determines how long they'll stay.'© Many organizations are adopt- 
ing the philosophy of Southwest Airlines and Four Seasons resorts, “Hire for Attitude, 
Train for Skill.” They recognize that getting to know the applicant’s personality is cru- 
cial. An employee’s knowledge can change, but most likely, their personality will not. 
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Interview Effectiveness Interviewing is often the responsibility of managers with 
little experience or training in how to interview or what to look for in an interview. 
Entrepreneurs, managers in retail, or small businesses often find themselves without 
an HR department to handle the process or give advice. Too often this results in a 
hiring decision that is a poor fit. There may not be a job description, inexperienced 
interviewers may ask off-topic questions, or spend more time talking than listening. 
They may like an applicant so much that they skip reference checks. And an 
employer may be so eager to fill the position that they hire someone they know isn’t 
completely qualified and hope for the best. Managers and HR professionals need to 
learn all they can about effective interviewing to increase the odds of a successful 
hiring decision. 


Interview Issues 


The interview has proven an almost universal selection tool—one that can take numer- 
ous forms.” It can be a one-on-one encounter between the interviewer and the appli- 
cant (the traditional interview) or involve several individuals who interview an appli- 
cant at once (the panel interview). Interviews can follow a predetermined pattern that 
identifies both questions and expected responses (a situational interview). The inter- 
view can also be designed to create a difficult environment in which the applicant is 
“put to the test” to assess his or her confidence levels. This is frequently referred to as 


` z F the stress interview (see Ethical Issues in HRM). 
interviewer bias 


Image created by reviewing materials 
such as the résumé, application, or test 
scores prior to the actual interview. 


DID YOU KNOW? 


Steps for Effective Interviewing 


Interviewer Bias Seeing the candidate’s résumé, application form, test scores, or 
appraisals from other interviewers may introduce interviewer bias.!° In such cases, the 
interviewer no longer relies on data gained in the interview alone. Data received prior to 


= Review the job description and job specification. 
Reviewing pertinent information about the job 
provides valuable information on how you will 
assess the candidate. Furthermore, knowledge of 
relevant job requirements helps eliminate inter- 
view bias. 

= Prepare a structured set of questions to ask all applicants. A set of 


begin framing his or her responses to your questions. First 
interviews for entry-level positions usually last between 
thirty to forty minutes. For higher-level positions, they 
should be longer, around sixty to ninety minutes. 

= Ask your questions and listen carefully to the applicant’s answers. 
Select follow-up questions that naturally flow from the 
answers given. Focus on the responses as they relate to infor- 


prepared questions ensures that the information the inter- 
viewer wishes to elicit is attainable. Furthermore, if you ask 
them all similar questions, you can better compare candi- 
dates’ answers against a common base. 

Review the application form and résumé before meeting a candi- 
date. Doing so helps you create a complete picture of the 
candidate in terms of what the résumé or application says 
and what the job requires. You will also begin to identify 
areas to explore in the interview. That is, areas not clearly 
defined on the résumé or application but essential for the 
job will become a focal point of your discussion with the 
candidate. It also shows a respect for the candidate if you are 
prepared. You expect the candidate to be prepared; you 
should be prepared too. 

Open the interview by putting the applicant at ease and provid- 
ing a brief review of the topics to be discussed. Keep in mind 
that interviews are stressful for job candidates. By opening 
with small talk (for example, the weather) you give the candi- 
date time to adjust to the interview setting. Providing a pre- 
view of topics gives the candidate an agenda with which to 


mation you need to ensure that the candidate meets your job 
requirements. Any uncertainty you may still have requires a 
follow-up question to probe further for the information. 
Take a few notes You may be interviewing several candidates, 
and you'll be surprised how quickly the details of your con- 
versations get confused. 

Close the interview by telling the applicant what is going to 
happen next. Applicants are anxious about the status of your 
hiring decision. Be honest with the candidate regarding oth- 
ers who will be interviewed and the remaining steps in the 
hiring process. If you plan to make a decision in two weeks 
or so, let the candidate know what you intend to do. In addi- 
tion, tell the applicant how you will let him or her know 
about your decision. 

Write your evaluation of the applicant while the interview is 
still fresh in your mind. Don’t wait until the end of your day, 
after interviewing several candidates, to write your analysis 
of a candidate. Memory can fail you. The sooner you com- 
plete your write-up after an interview, the better chance you 
have for accurately recording what occurred in the interview. 
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the interview creates an image of the applicant. Much of the early part of the interview, 
then, becomes an exercise wherein the interviewer compares the actual applicant with the 


image formed earlier. : . 
impression management 


Influencing performance evaluations 
by portraying an image desired by the 
appraiser. 


Impression Management Impression management is directly related to the appli- 
cant’s actions. It refers to an applicant’s attempt to project an image that will result in a 
favorable outcome.’? Thus, if an applicant can say or do something the interviewer 
approves of, that person may be viewed more favorably for the position.”° For example, 
suppose you find out that the interviewer values workers who are willing to be available 
via BlackBerry 24/7/365. Accordingly, you make statements of being a workaholic, which 
conform to this interviewer’s values and may create a positive impression. 

Interviewers often have remarkably short and inaccurate memories. In one study of 
an interview simulation, a twenty-minute videotape of a selection interview was played 
for a group of forty interviewers. Following this, the interviewers were given a twenty - 
question test. Although the questions were straightforward and factual, the average 
number of wrong answers was ten—half of the questions! The researchers concluded 
that even in a short interview, the average interviewer remembers only half of the infor- 
mation. However, taking notes during an interview has been shown to reduce memory 
loss. Note-taking—while possibly disconcerting for the interviewee—helps the inter- 
viewer retain accurate information and develop a clearer understanding of the appli- 
cant’s fit by allowing follow-up questions.” 

It is also believed that the interview offers the greatest value as a selection device in 
determining an applicant’s organizational fit, level of motivation, and interpersonal 
skills. This is particularly true of senior management positions. Accordingly, candidates 
for these positions often go through many extensive interviews with executive recruiters, 
company executives, and even board members before a final decision is made. Similarly, 
where teams hire their own members, often each team member interviews the applicant. 


ETHICAL ISSUES IN HRM 


The Stress Interview 


Your interview day has finally arrived. You are all 
dressed up to make that lasting first impression. 
You finally meet Ms. Prince; she shakes your hand 
firmly and invites you to be comfortable. Your in- 
terview has started! This is the moment you’ve 
waited for. 


what, you’ve just fallen victim to one of the tricks of the inter- 
viewing business—the stress interview. 

Stress interviews are becoming more common in today’s 
business.” Every job produces stress, and every worker has an 
occasional horrendous day, so stress interviews become predic- 
tors of how you may react at work under less-than-favorable 


The first few moments appear mundane enough. The ques- 
tions to this point, in fact, seem easy. Your confidence is growing. 
That little voice in your head keeps telling you that you are 
doing fine—just keep going. Suddenly, the questions become 
tougher. Ms. Prince leans back and asks about why you want to 
leave your current job—the one yov’ve been in for only eighteen 
months. As you explain that you wish to leave for personal rea- 
sons, she begins to probe more. Her smile is gone. Her body lan- 
guage changes. All right, you think, be honest. You tell Ms. 
Prince that you want to leave because you think your boss is un- 
ethical and you don’t want your reputation tarnished through 
association with this individual. You’ve already had several pub- 
lic disagreements with your boss, and you’re tired of dealing 
with the situation. Ms. Prince looks at you and replies: “If you 
ask me, that’s not a valid reason for wanting to leave. It appears 
to me that you should be more assertive about the situation. Are 
you sure you’re confident enough and have what it takes to 
make it in this company?” 

How dare she talk to you that way! Who does she think she 
is? You respond with an angry tone in your voice. And guess 


conditions. Interviewers want to observe how you'll react under 
pressure—as well as your values and ethics in stressful condi- 
tions.” Those who demonstrate the resolve and strength to 
handle stress indicate a level of professionalism and confidence, 
the characteristics being assessed. Individuals who react to the 
stress interview in a more positive manner indicate that they will 
probably be more able to handle day-to-day irritations at work. 
On the other hand, these are staged events. Interviewers de- 
liberately lead applicants into a false sense of security—the com- 
fortable interaction—then they abruptly change the pace or tone 
of the interview. They verbally attack and it’s usually a personal af- 
front that focuses on a weakness they’ve uncovered about the ap- 
plicant. It’s possibly humiliating; at the very least it’s demeaning. 
So, should companies use stress interviews? Should inter- 
viewers be permitted to assess professionalism and confidence and 
how one reacts to the everyday nuisances of work by putting appli- 
cants into a confrontational scenario? Does becoming angry in an 
interview when pressured indicate one’s propensity toward vio- 
lence under work stress? Should HRM advocate the use of an ac- 
tivity that could possibly slip out of control? What’s your opinion? 
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behavioral interview 

Observing job candidates not only 
for what they say but for how they 
behave. 


realistic job preview (RJP) 

A selection device that allows job can- 
didates to learn negative as well as 
positive information about the job 
and organization. 
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The Behavioral Interview A modification to interviews that is becoming popular in 
contemporary organizations is the behavioral interview or situation interview.” In 
this type of interview, candidates are observed not only for what they say but for how 
they fit the identified dimensions or competencies of the position. 

Organizations have found that past performance in similar environments and sit- 
uations is a much better indicator of future success than any other factor. If the posi- 
tion is analyzed and its competencies identified, by questioning the candidate as to 
how he or she has dealt with these situations the organization can see whether the can- 
didate has the necessary qualities and behaviors to succeed in their organizational 
environment. Candidates are presented with situations—often complex problems that 
may sometimes involve role playing—and they are to either discuss how they have dealt 
with this in the past, using relevant examples, or how they would go about dealing 
with this, if it is a role-play situation. This type of interview can also provide an oppor- 
tunity for interviewers to see how a potential employee will behave and how they react 
under stress—especially if that is one of the necessary competencies identified with 
success in the position. Proponents of behavioral interviewing indicate such a process 
is much more indicative of a candidate’s performance than simply having the candi- 
date tell the interviewer what he or she has done. In fact, research in this area indicates 
that behavioral interviews are nearly eight times more effective for predicting success- 
ful job performance.”> 

One final issue revolves around when the interviewer actually makes the decision. 
Early studies indicated that interviewers made their choice to hire or not hire a candi- 
date within the first few minutes of the interview. Although that belief was widely held, 
subsequent research does not support it.?° In fact, initial impressions may have little 
effect, unless that is the only information available for an interviewer to use. 


Realistic Job Previews 


Most of us have approached a new job brimming with enthusiasm based on the glow- 
ing description of endless possibilities, only to leave, dejected and discouraged when 
the job turned out to be completely different from our expectations. Occasionally, 
recruiters or advertisements paint a rosy picture of a job that doesn’t live up to the hype. 
For example, an organization where salespeople make large numbers of “cold” or unso- 
licited sales calls might emphasize the excellent benefits and high earning potential for 
“self starters,” but fail to mention that on average only one out of one hundred calls 
leads to a sale. Such bait-and-switch recruitment creates large numbers of job appli- 
cants and new hires. It also increases replacement costs due to the large turnover when 
disillusioned employees quit after training, and makes recruiting more difficult when 
former employees spread the news. 

The primary purpose of any selection device is to identify individuals who will be 
effective performers. But it is also in an interviewer’s best interest to hire qualified can- 
didates and retain them after incurring the expense of hiring and training. Therefore, 
part of selection should be concerned with reducing voluntary turnover and its associ- 
ated costs. One device to achieve that goal is the realistic job preview (RJP).”” Realis- 
tic job previews address the theory that unmet expectations of new employees can cause 
them to be dissatisfied in the job and quit. 

RJP may include brochures, online videos, plant tours, work sampling, or a short 
script that includes realistic statements that accurately describe the job. The key element 
in RJP is that unfavorable as well as favorable information about the job is shared before 
the applicant makes a decision.” RJP has been used by call centers, police recruiters, 
nursing homes, and organizations that work with the handicapped. For example, appli- 
cants may have an idealized image of police work from watching crime dramas on tele- 
vision or movies. Law enforcement professionals use realistic job previews to show 
applicants that law enforcement can be quite challenging emotionally and physically, 
plus crimes are not solved as quickly as they are on TV! Although the RJP is not normally 
treated as a selection device, it should take place during the interview. 
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Applicants who receive a realistic job preview (as well as a realistic preview of the 
organization) hold lower and more realistic expectations about the job they will be 
doing and are better prepared for coping with the position and its potentially frus- 
trating elements.” Most studies demonstrate that giving candidates a realistic job 
preview before offering them the job reduces turnover without lowering acceptance 
rates. Of course, exposing an applicant to RJP may also result in the hiring of a more 
committed individual. 


Conditional Job Offers 


Ifa job applicant has passed each step of the selection process so far, a conditional job 
offer is usually made. Conditional job offers typically come from an HRM representa- 
tive. In essence, the conditional job offer implies that if everything checks out—such as 
passing a certain medical, physical, or substance abuse test—the conditional nature of 
the job offer will be removed and the offer will be permanent. 


Background Investigation 


The next step in the process is to conduct a background investigation of applicants 
who are potential employees. Background investigations, or reference checks, are 
intended to verify that information on the application form is correct and accurate. 
Sometimes just notifying applicants that the firm will check all references and former 
employers is enough to keep them from falsifying any information. HRM must always 
remember to ask the candidate to sign a waiver giving the organization permission to 
check court records, references, former employers, and education.” Common sources 
of background information include: 


E References are provided by the applicant and are usually very positive. Even appli- 
cants with very poor work records can find someone to agree to be a reference; 
often it may be a friend or relative. When speaking with references, be sure to ask 
what their relationship to the applicant is. Also HRM should ask for specific 
instances where the reference has had the opportunity to observe the applicant 
in a work environment or demonstrating work skills. 

m Former employers should be called to confirm the candidate’s work record and 
to obtain their performance appraisal. Frequently you will encounter employ- 
ers who will be hesitant to provide detailed information and will only provide 
the dates of employment. This is usually due to a company policy in place to 
prevent defamation lawsuits from former employees or the mistaken belief 
that providing more information is illegal. Many states have passed laws pro- 
tecting employers from civil liability when providing employment verification. 
Sometimes HRM can coax more information from former employers by asking 
them to rate the employee on a “scale of one to ten.” If all else fails, HRM should 
ask them if they would rehire the worker. If they say no, it should serve as a red 
flag. 

= Educational accomplishments can be verified by asking for transcripts. 

m Legal status to work in the United States via the Employment Eligibility Verification, 
I-9 Form; see Exhibit 7-2. 

m Credit references, if job related. 

m Criminal records can be checked by third-party investigators. Most states also 
have easy to use Web sites where you can search public records of criminal 
records. 

= Background checks are conducted by third-party investigators.” 

m Online searches as simple as a “Google” search of a candidate can turn up infor- 
mation on press releases or news items about a candidate that was left off the 
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conditional job offer 

A tentative job offer that becomes 
permanent after certain conditions 
are met. 


background investigation 
The process of verifying information 
job candidates provide. 


OMB No. 1615-0047; Expires 06/30/09 


Department of Homeland Security Form 1-9 9 Employment 
U.S. Citizenship and Immigration Services Eligibility Verification 
EEE SSS SS en SS Set 


Read instructions carefully before completing this form. The instructions must be available during completion of this form. 


ANTI-DISCRIMINATION NOTICE: It is illegal to discriminate against work-authorized individuals. Employers CANNOT 
specify which document(s) they will accept from an employee. The refusal to hire an individual because the documents have a 
future expiration date may also constitute illegal discrimination. 


Section 1. Employee Information and Verification (To be completed and signed by employee at the time employment begins.) 


Print Name: Last First Middle Initial | Maiden Name 
Address (Street Name and Number) Apt. # Date of Birth (month/day/year) 
City State Zip Code Social Security # 


: I attest, under penalty of perjury, that I am (check one of the following): 
I am aware that federal law provides for 


imprisonment and/or fines for false statements or LJ A citizen of the United States 
use of false documents in connection with the O] A noncitizen national of the United States (see instructions) 
completion of this form. C] A lawful permanent resident (Alien #) 
O] An alien authorized to work (Alien # or Admission #) 
until (expiration date, if applicable - month/day/year) 


Employee's Signature Date (month/day/year) 


Preparer and/or Translator Certification (To be completed and signed if Section 1 is prepared by a person other than the employee.) I attest, under 
ip. 8! prep yap pio) 
penalty of perjury, that I have assisted in the completion of this form and that to the best of my knowledge the information is true and correct. 


Print Name 


Preparer's/Translator's Signature 


Address (Street Name and Number, City, State, Zip Code) Date (month/day/year) 


Section 2. Employer Review and Verification (To be completed and signed by employer. Examine one document from List A OR 
examine one document from List B and one from List C, as listed on the reverse of this form, and record the title, number, and 
expiration date, if any, of the document(s).) 


List A OR List B AND List C 
Document title: 
Issuing authority: 
Document #: 
Expiration Date (if any): 
Document #: 
Expiration Date (if any): 


CERTIFICATION: I attest, under penalty of perjury, that I have examined the document(s) presented by the above-named employee, that 
the above-listed document(s) appear to be genuine and to relate to the employee named, that the employee began employment on 
(month/day/year) and that to the best of my knowledge the employee is authorized to work in the United States. (State 
employment agencies may omit the date the employee began employment.) 


Print Name 


Signature of Employer or Authorized Representative 


Business or Organization Name and Address (Street Name and Number, City, State, Zip Code) Date (month/day/vear) 


Section 3. Updating and Reverification (To be completed and signed by employer.) 
A. New Name (if applicable) B. Date of Rehire (month/day/year) (if applicable) 


C. If employee's previous grant of work authorization has expired, provide the information below for the document that establishes current employment authorization. 


Document Title: Document #: Expiration Date (if any): 


l attest, under penalty of perjury, that to the best of my knowledge, this employee is authorized to work in the United States, and if the employee presented 
document(s), the document(s) l have examined appear to be genuine and to relate to the individual. 


Signature of Employer or Authorized Representative | Date (month/day/vear) 


poe Form I-9 (Rev. 02/02/09) N Page 4 
Exhibit 7-2 


All employees are required to complete an l-9 form and provide documents like a driver's license, passport, or Social Security card to prove they are eligible 
to work legally. For a list of acceptable documents, go to the Web site of the Department of Homeland Security, U.S. Citizenship and Immigration Service. 
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application or résumé. Web 2.0 social networking sites such as Facebook and 
LinkedIn also provide professional as well as personal information. They also 
may provide more information than the employer wants, such as references 
to age, religious affiliation, race, or disability. Employers need to be careful 
only to consider job-related information. See “Did You Know: Too Much 
Information.” 


Why do this? Documentation supports the premise that a good predictor of 
an individual’s future behavior is his or her past behavior, as well the fact that 
many—in some studies nearly half—of all applicants exaggerate their backgrounds 
or experiences.*” Organizations also need to be aware of negligent hiring liability, 
which occurs when an employer or employment agency has failed to properly 
investigate an employee’s background and that employee is later involved in 
wrongful conduct.?3 

Failure to investigate applicants can be costly. For example, a small advertising 
agency in Chicago, Illinois, hired a temporary bookkeeper through Robert Half Inter- 
national, a large employment agency. By the end of her first year, the bookkeeper had 
embezzled $70,000 by forging checks on the agency’s account. A complete background 
check would have uncovered the fact that prior to being placed at the advertising 
agency, she had pled guilty to stealing $192,873 from another employer and was cur- 
rently serving four years’ probation.** 

Negligent hiring assumes that a proper background check would have uncovered 
information about the candidate, and the candidate would not have been hired. For 
instance, any individual who works with children—in a school or day care, for 
instance—must not have been accused or convicted of abusing children. An organiza- 
tion that fails to check if a candidate has a record and hires the individual, opens 
itself up to a negligent-hiring lawsuit. If the employee is ever involved in some wrong- 
ful conduct involving children, the organization can be held liable for its failure to 
properly hire. 

Common sense dictates that HRM find out as much as possible about its appli- 
cants before the final hiring decision is made. Failure to do so can have a detrimental 
effect on the organization, both in financial cost and morale. Obtaining the needed 
information may be difficult, especially when there may be a question about invading 
privacy, but it’s worth the effort. 

Based on a concept of qualified privilege, some courts have ruled that employers 
must be able to talk to one another about employees. Additionally, about half of the 
states have laws that protect employers from “good-faith references.” Accordingly, these 
discussions may be legal and may not invade one’s right to privacy so long as the dis- 
cussion is a legitimate concern for the business—and in some cases if the applicant has 
authorized the background investigation. For example, had a Midwest hospital learned 
that one of its anesthesiologist applicants lost his license in three states for substance 
abuse, it clearly would not have hired him. The information given, however, cannot be 
discriminatory, retaliate against a former employee, or “disclose confidential facts that 
constitute an invasion of ptivacy.”*° 


Medical/Physical Examination 


The next-to-last step in the selection process may consist of having the applicant 
take a medical/physical examination. Physical exams can only be used as a selec- 
tion device to screen out individuals who are unable to physically comply with the 
requirements of a job. For example, firefighters must perform activities that require 
a certain physical condition. Whether it is climbing a ladder, lugging a water-filled 
four-inch hose, or carrying an injured victim, these individuals must demonstrate 
that they are fit for the job. Jobs that require certain physical characteristics may 
entail a job-related physical examination. However, this includes only a small pro- 
portion of jobs today. 
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The selection process can be likened to a 
hurdle race. Similar to these runners, 
those who fail to clear a hurdle are out 
of the race. In selection, the hurdles 
involve tests, interviews, reference checks, 
and the like. (Source: Michael Steele/Getty 
Images, Inc.) 


qualified privilege 

The ability for organizations to speak 
candidly to one another about employ- 
ees or potential hires. 


medical/physical examination 
An examination to determine an ap- 
plicant’s physical fitness for essential 
job performance. 
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Is the physical part of the selection 
process for a firefighter’s job relevant? 
Should firefighter candidates be expected 
to lift objects, connect a fire hose in a 
certain amount of time, and the like? For 
those who test firefighter candidates, the 
answer is simple: yes. The physical 
demands of the job require firefighters to 
perform numerous activities, many times 
while under stress. Therefore, we call 
these selection activities content valid. 
(Source: David McNew/Getty Images, Inc.) 


comprehensive selection 
Applying all steps in the selection 
process before rendering a decision 
about a job candidate. 
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A company must show that any required medical clearance is job-related. Failure 
to do so may result in the physical examination creating an adverse impact as 
explained in Chapter 3. Also, the company must keep in mind the Americans with Dis- 
abilities Act. Thus, even a valid physical examination may be required only after a con- 
ditional job offer. Having a physical disability may not be relevant to the hiring process 
for the position. As we mentioned in Chapter 3, companies may be required to make 
reasonable accommodations for disabled individuals. Ifan applicant is not selected for 
a position due to a disability, the employer must be able to show that the disability pre- 
vented the applicant from performing the job even if reasonable accommodations 
were made. 

Aside from its use as a screening tool, the physical exam may also show that an 
individual does not meet the minimum standards of health required to enroll in 
company health and life insurance programs. Additionally, a company may use this 
exam to provide base data in case of an employee’s future claim of injury on the job. 
This occurs, however, after one has been hired. In both cases, the exam is paid for by 
the employer. 

One last event fits appropriately under medical examination: the drug test. As we 
discussed in Chapter 4, many companies require applicants to submit to a drug test. 
Where in the hiring process that test occurs is somewhat immaterial; the fact remains 
that failing an employment drug test may be grounds for rejecting an applicant. 


Job Offers 


Individuals who perform successfully in the preceding steps are now considered eligi- 
ble to receive the employment offer. Who makes the final employment offer depends 
on several factors. For administrative purposes (processing salary forms, maintaining 
EEO statistics, ensuring a statement exists that asserts that employment is not guar- 
anteed, etc.), the offer typically is made by an HRM representative. But that individ- 
ual’s role should be only administrative. The actual hiring decision should be made by 
the manager in the department where the vacancy exists. First, the applicant will be 
working for this manager, which necessitates a good fit between boss and employee. 
Second, if the decision is faulty, the hiring manager has no one else to blame. Remember— 
as we mentioned in Chapter 6—finalists not hired deserve the courtesy of prompt 
notification. 


The Comprehensive Approach 


We have presented the general selection process as being comprised of multiple hurdles— 
beginning with a screening interview and culminating with a final selection decision. 
This discrete selection process is designed so that tripping over any hurdle puts one out 
of the race. This approach, however, may not be the most effective selection procedure 
for every job. If, for example, the application form shows that the candidate has only 
two years of relevant experience, but the job specification requires five, the candidate is 
rejected. Yet in many jobs, positive factors can counterbalance negative factors. Poor 
performance on a written test, for example, may be offset by several years of relevant job 
experience. This suggests that sometimes it may be advantageous to do comprehensive 
rather than discrete selection. In comprehensive selection, all applicants complete 
every step of the selection process, and the final decision is based on a comprehensive 
evaluation of the results from all stages. 

The comprehensive approach overcomes the major disadvantage of the discrete 
method (eliminating potentially good employees simply because they receive an accept- 
able but low evaluation at one selection step). The comprehensive method is more real- 
istic. It recognizes that most applicants have weaknesses as well as strengths. But it is 
also more costly because all applicants must go through all the screening hurdles. Addi- 
tionally, the method consumes more of management’s time and can demoralize many 
applicants by building up hope. Yet in those instances where job success relies on many 
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Avoiding Hiring Mistakes 


As an owner or manager, it may seem like your 
rights to hire, interview, retain, and terminate 
employees are diminishing. Learning too little 
too late is a continuing frustration and challenge 
as managers and entrepreneurs seek to work 
within legal limitations to obtain information about possible 
candidates. For example, a manager recently hired a seemingly 
outstanding applicant only to have the newly hired department 
head resign one week later after realizing his inability to fulfill 
the job’s expectations. On closer investigation, it seemed the 
candidate had projected the right experience and credentials on 
paper—not falsifying, but embellishing in the name of a compet- 
itive job market. 

In fact, the résumé and cover letter were the best the man- 
ager had seen, thanks to the candidate’s outside professional 
assistance. Résumé writers may help project images on paper to 
secure employment, but it takes more than illusions to keep a 
job. Implying or exaggerating accomplishments is not only poor 
judgment; it’s bad business. 

As managers and entrepreneurs, we make hiring mistakes. 
We may not detect some situations, such as an exaggerated 
résumé, but we can prevent others by knowing our rights as 
employers—not only what we cannot do but what we can do. 
Here are some suggestions: 


= Prior to interviewing applicants, update and prepare a list of 
job requirements, duties, and responsibilities so that you and 
the applicant will understand the expectations of the posi- 
tion. After all, the longer a position is open and the more 
desperate you are to fill it, the more likely you are to make 
the position fit the candidate—any candidate. 

= Don’t panic. Hire a temporary employee, contract or subcon- 
tract out some of the work, or ask others to assist during the 
transition rather than hiring the wrong person. 

= Ask appropriate questions: What are your long- and short- 
range goals? Why are you interested in this position? What 
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you can make a contribution to the company? Do you have 
plans for continuing education? 

Before you extend an offer, check references, including sev- 
eral supervisors or managers—even if the candidate had an 
exemplary interview and a seemingly perfectly matched back- 
ground. Because many companies allow only human 
resources to provide information about former employees, 
you may gain little information, but checking references is 
worthwhile. The answer to the question, “Would you rehire 
this individual?” may not provide all you need to know, but 
it’s a start. Remember to also check education references. 
Obtain applicants’ permission to check references with a 
signed release form saying that they agree to your calling 
their references to ask about their background and work 
performance. Ask for former supervisors or managers, and 
if the applicant cannot provide them as references, ask 
why not. 

Don’t depend on letters that provide only partial informa- 
tion. Call and talk with someone, ask open-ended questions, 
and listen for content as well as hesitation and inflections. 
If you do not feel adept, ask your personnel or human 
resources manager to check references or hire a consultant or 
reference-checking service. 

Sample questions when checking references may include one 
or more of the following: Why didn’t you persuade him or 
her to stay? How well did he or she take criticism or sugges- 
tions given in his or her last performance appraisal process? 
Go over the part of the résumé that relates to the reference 
and ask for comments. 

Avoid questions that indirectly or directly identify age; 
physical characteristics, such as height, weight, hair or eye 
color; religious affiliation; marital and family status; medical 
history; work absenteeism due to illness or physical limitations; 
or child- or adult-care obligations. 


The process may take time, effort, and patience to match 


do you consider your greatest strengths and weaknesses? 
Why should I hire you? In what specific ways do you think 


the right person to the right job, but consider the alternative: the 
dismissal process. 


qualities, and where finding candidates who are strong on all qualities is unlikely, the 
comprehensive approach is probably preferable to the typical discrete method. 

No matter which approach you use or which steps you take, one critical aspect 
must be present: the devices used must measure job-related factors. That is, these 
devices must indicate how one would perform on the job. That’s critical for business 
success, and it’s necessary to defend and respond if there is an allegation that the hiring 
practices are discriminatory (see Workplace Issues). 


Now It’s Up to the Candidate 


If the organization’s selection process has been effective in differentiating between 
those individuals who will make successful employees and those who will not, the selec- 
tion decision is now in the hands of the applicant. What can management do at this 
stage to increase the probability that the individual will accept an offer? Assuming that 
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the organization has not lost sight of the process of selection’s dual objective—evaluation 
and a good fit—we can expect that the potential employee has a solid understanding of 
the job being offered and what it would be like to work for the organization. Yet it 
might be of interest at this point to review what we know about how people choose 
jobs. This subject—job choice—represents selection from the perspective of the poten- 
tial employee rather than the organization. 

Research indicates that people gravitate toward jobs compatible with their per- 
sonal orientation. Individuals appear to move toward matching their work and 
employer with their personality. Social individuals lean toward jobs in clinical psychol- 
ogy, foreign service, social work, and the like. Investigative individuals are compatible 
with jobs in biology, mathematics, and oceanography. Careers in management, law, and 
public relations appeal to enterprising individuals. This approach to matching people 
and jobs suggests that management can expect a greater proportion of acceptances if it 
has properly matched the candidate’s personality to the job and to the organization. 

Not surprisingly, most job choice studies indicate that an individual’s perception 
of the company’s attractiveness is important.°*° People want to work where their expec- 
tations are positive and where they believe their goals can be achieved. This, coupled 
with conclusions from previous research, should encourage management to ensure 
that those to whom they make offers can see the job’s compatibility with their person- 
ality and goals. Candidates will be determining if the recruiting and interview process 
were consistent with the culture that was promoted as the “employment brand.” If 
the candidate sees that the culture or “brand” is still a good fit with his or her image, the 
chances of a successful hire increase. 

Before we leave this last step in the selection process, what about those applicants 
to whom we did not make an offer? Those involved in the selection process should care- 
fully consider how they treat rejected candidates. What HR communicates and how HR 
communicates will have a central bearing on the image rejected candidates have of our 
organization. And that image may be carried for a lifetime. The young college graduate 
rejected for a position by a major computer manufacturer may, a decade later, be the 
influential decision maker for his or her current employer’s computer purchases. 
The image formed many years earlier may play a key part in the decision. 


Selection for Self-Managed Teams 


Much of the discussion about selection devices thus far has assumed that HRM has full 
responsibility for the selection process. Today, however, that may not always be the case. 
Companies such as Perdue Farms, General Mills, Corning, Motherwear, Toyota, and 
Federal Express are more team oriented, and they empower their employees to take 
responsibility for the day-to-day functions in their areas. Accordingly, these employees 
may now work without direct supervision and take on the administrative responsibili- 
ties once performed by their supervisor. One aspect of this change has been a more 
active role in hiring their co-workers.°” 

Consider a time when you took a course that required a group project. How was 
your team formed? Did the professor assign you to a group, or were you permitted to 
form the group yourself? If you selected your own group, what did you look for in a 
potential group member? Other students who shared your values in finishing work on 
time and of high quality? Those whom you knew would pull their own weight and not 
let one or two in the group do all of the work? Well, that’s the same premise behind 
self-managed work-team selection. In any organization, a critical link to success is how 
well employees perform their jobs. It is also understood that when those jobs require 
the interaction of several individuals, or a team, coming together as a cohesive unit 
takes time. The length of that time, however, is a function of how the team views its 
goals and priorities and how open and trusting group members are. A good way to 
begin this team-building is to have the “personalities” involved actually making the 
hiring decision.*8 


Key Elements for Successful Predictors 


Workers empowered to hire their co-workers bring to the selection process varied 
experiences and backgrounds. This better enables them to assess applicants’ skills in their 
field of expertise.*” They want to hire people they can count on to perform their duties 
and not let the others down. This means that they focus their attention on the job duties 
required and on the special skills and qualifications necessary for success. Although a 
more objective evaluation may result, that’s not to say that there are no problems when 
self-managed work teams make hiring decisions. If these workers are unfamiliar with 
proper interviewing techniques or the legal ramifications of their hiring decisions, they 
too could experience many of the difficulties often associated with interviews. 


Key Elements for Successful Predictors 


HR is concerned with selection activities that can help predict which applicants will 
perform satisfactorily on the job. In this section we explore the concepts of reliability, 
validity, and cut scores. For illustration purposes, we will emphasize these elements as 
they relate to employment tests, but they are relevant to any selection device. 


Reliability 


Have you ever checked your height or weight and received results that just didn’t seem 
right? The first thing you probably thought was that the scale must be off. You might 
have been at someone else’s home or at a different fitness center and the scale or height 
measure must not be the same as the one you always use. You probably decided to use 
the scale you always use for a more accurate comparison, because there’s no way you 
could have gained that much weight last week or shrunk a whole inch! 

Just like your bathroom scale, for any measure or predictor to be useful, the scores 
it generates must possess an acceptable level of reliability or consistency of measure- 
ment. This means that the applicant’s performance on any given selection device 
should produce consistent scores each time the device is used.*° 

Similarly, if an organization uses tests to provide input to the selection decision, 
the tests must give consistent results. If the test is reliable, any single individual’s scores 
should remain fairly stable over time, assuming that the characteristic it is measuring 
remains stable. An individual’s intelligence, for example, is generally a stable character- 
istic, and if we give applicants an IQ test, we should expect that someone who scores 
110 in March would score close to 110 if tested again in July. If, in July, the same appli- 
cant scored 85, the reliability of the test would be highly questionable. On the other 
hand, if we were measuring an attitude or a mood, we would expect different scores on 
the measure, because attitudes and moods change. 


Validity 


High reliability may mean little if the selection device has low validity, that is, if the 
measures obtained do not relate to a relevant criterion such as job performance. For 
example, just because a test score is consistent is no indication that it is measuring 
important characteristics related to job behavior. It must also differentiate between sat- 
isfactory and unsatisfactory performance on the job. We should be aware of three spe- 
cific types of validity: content, construct, and criterion related. 


Content Validity Content validity is the degree to which test content or questions 
about job tasks, as a sample, represent situations on the job. All candidates for that job 
receive the same test or questions so applicants can be properly compared. A simple 
example of a content-valid test is a typing test for a word processing position. Such a 
test can approximate the work; the applicant can be given a typical sample of typing, on 
which his or her performance can be evaluated. Assuming that the tasks on the test, or 
the questions about tasks, constitute an accurate sample of the tasks on the job (ordi- 
narily a dubious assumption at best), the test is content valid.*! 
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reliability 
A selection device’s consistency of 
measurement. 


validity 
The proven relationship of a selection 
device to relevant criterion. 


content validity 

The degree to which test content, as a 
sample, represents all situations that 
could have been included, such as a 
typing test for a clerk typist. 
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construct validity 

The degree to which a particular trait 
relates to successful job performance, 
as in IQ tests. 


criterion-related validity 

The degree to which a particular selec- 
tion device accurately predicts the 
important elements of work behavior, 
as in the relationship between a test 
score and job performance. 


predictive validity 
Validating tests by using prospective 
applicants as the study group. 


cut score 
A scoring point below which applicants 
are rejected. 


concurrent validity 
Validating tests by using current 
employees as the study group. 


Exhibit 7-3 
Predictive vs. Concurrent 
Validation 


HRM professionals might use testing to 
determine which applicants will perform 
the job well. Concurrent and predictive 
validity are two ways to determine if the 
tests used are good predictors of job 
performance. 
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Construct Validity Construct validity is the degree to which a test measures a par- 
ticular trait related to successful performance on the job.7 These traits are usually 
abstract in nature, such as the measure of intelligence, and are called constructs. Con- 
struct validity is complex and difficult. In fact, it is the most difficult type of validity to 
prove because you are dealing with abstract measures. 


Criterion-Related Validity Criterion-related validity is the degree to which a par- 
ticular selection device accurately predicts the level of performance or important ele- 
ments of work behavior. This validation strategy shows the relationship between some 
predictor (test score, for example) and a criterion (say, production output or manager- 
ial effectiveness). To establish criterion-related validity, either of two approaches can be 
used: predictive validity or concurrent validity. 

To give a test predictive validity, an organization would administer the test (with 
an unknown validity) to all prospective applicants. The test scores would not be used at 
this time; rather, applicants would be hired as a result of successfully completing the 
entire selection process. At some prescribed date, usually at least a year after being 
hired, the applicants’ job performance would be evaluated by their supervisors. The 
evaluation ratings would then be compared with the initial test scores, which have been 
stored in a file over the period. At that time, an analysis would assess any relationship 
between test scores (the predictors) and performance evaluation (the measure of suc- 
cess on the job, or the criterion). If no clear relationship exists, the test may have to be 
revised. However, if the organization found statistically that employees who scored 
below some predetermined score, called a cut score (determined in the analysis), were 
unsuccessful performers, management could appropriately state that any future appli- 
cants scoring below the cut score would be ineligible for employment. Unsuccessful 
performers would be handled like any other employee who has experienced poor evalu- 
ations: training, transfer, discipline, or discharge. 

The concurrent validity method validates tests using current employees as sub- 
jects. These employees take a proposed selection test experimentally. Their scores are 
immediately analyzed, revealing a relationship between their test scores and existing 
performance appraisal data. Again, if a relationship appears between test scores and 
performance, a valid test has been found. 

Predictive validity is the preferred choice. Its advantage over concurrent validity is 
that it is demonstrated by using actual job applicants, whereas concurrent validity 
focuses on current employees. These validation strategies are similar, with the excep- 
tion of whom they test and the time that elapses between gathering of predictor and cri- 
terion information (see Exhibit 7-3). 
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Concurrent 


Key Elements for Successful Predictors 


Although the costs associated with each method are drastically different, predictive 
validation strategies should be used if possible. Concurrent validity, although better 
than no validity at all, leaves many questions to be answered.“ Its usefulness has been 
challenged on the premise that current employees know the jobs already because a learn- 
ing process has taken place. Thus, similarity may be lessened between the current 
employee and the applicant. 


Validity Analysis 


Correlation coefficients used to demonstrate the statistical relationships existing between 
an individual’s test score and his or her job performance are called validity coefficients. The 
correlation analysis procedure can result in a coefficient ranging from 21 to 11 in magni- 
tude. The closer the validity coefficient is to the extreme (1), the more accurate the test;** 
that is, the test is a good predictor of job performance. For instance, individuals who score 
higher on the test have a greater probability of succeeding at their jobs than those who 
score lower. Based on this relationship, this test appears to be valid. When we have a valid 
test as determined by our correlation analysis, we may then identify the test score that dis- 
tinguishes between successful and unsuccessful performers (the cut score). 


Cut Scores and Their Impact on Hiring 


In this discussion, we have referred to test scores and their ability to predict successful 
job performance. By using our statistical analyses, we generate a scoring point, the cut 
score, below which applicants are rejected.“ However, existing conditions (such as 
applicant availability) may cause an organization to change the cut score. If cut scores 
do change, what impact will this have on hiring applicants who will be successful on the 
job? Let us review again the positive relationship we found in our validity correlation 
analysis. We have reproduced the main elements in the graph in Exhibit 7-4. Let us 
assume that after our analysis, we determined that our cut score should be 70. At this 
cut score, we have shown that the majority of applicants who scored above 70 have a 
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Exhibit 7-4 
Validity Correlation Analysis After 
Cut Score Is Raised 


Here is a situation where economic 
problems raise unemployment and create a 
surplus of applicants when job openings 
occur. This “buyer's market” allows HRM 
to raise cut scores so that all but the 
most qualified applicants are rejected. 
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Exhibit 7-5 
Validity Correlation Analysis After 
Cut Score Is Lowered 


This illustrates the situation many 
employers experienced prior to 2008. 
Unemployment was low and many 
employers had difficulty staying fully 
staffed. In such a “seller's market,” HRM 
may lower cut scores to allow considera- 
tion of applicants with lower skill levels. 
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greater probability of being successful performers on the job, and that the majority 
scoring below 70, a greater probability of being unsuccessful performers. If we change 
our cut score, however, we alter the number of applicants in these categories. For exam- 
ple, suppose the organization faces a “buyer’s market” for particular positions. The 
many potential applicants permit the organization to be selective. In a situation such as 
this, the organization may choose to hire only those applicants who meet the most 
extreme criteria. To achieve this goal, the organization increases its cut score to 98. By 
increasing the cut score from 70 to 98, the organization has rejected all but two candi- 
dates (areas A and B in Exhibit 7-4). However, many potentially successful job perform- 
ers also would be rejected (individuals shown in area C). Here the organization has 
become more selective and has put more faith in the test than is reasonable. If out of 
100 applicants only two were hired, we could say that the selection ratio (the ratio of 
number hired to the number of applicants) is 2 percent. A 2 percent selection ratio 
means that the organization is highly particular about who is hired. 

Lowering the cut score also has an effect. Using the same diagram, let us lower our 
cut score to 50 and see what results. We have graphically portrayed this in Exhibit 7-5. 
By lowering the cut score from 70 to 50, we increase our number of eligible hires who 
have a greater probability of being successful on the job (area D). At the same time, 
however, we have also made eligible more applicants who could be unsuccessful on the 
job (area E). Although using a hiring process that offers a greater likelihood of engag- 
ing unsuccessful performers seems not to make sense, conditions may necessitate the 
action. Labor market conditions may lead to a low supply of potential applicants who 
possess particular skills. For example, in some cities, finding home health aides or other 
healthcare professionals may be difficult. Even in times of rising unemployment, the 
supply may be low, and demand high. Companies may hire individuals on the spot 
(more commonly referred to as an open-house recruiting effort). In this approach, the 
organization hires almost all the applicants who appear to have the skills needed (as 
reflected in a score of 50), puts them on the job, and filters out the unsuccessful 
employees at a later date. This may not appear effective, but the organization is banking 
on the addition of individuals in area D of Exhibit 7-5. 
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Validity Generalization 


In the late 1970s, two researchers published a model that supported a phenomenon 
called validity generalization.*° Validity generalization refers to a test valid for screening 
applicants for a variety of jobs and performance factors across many occupations.*” For 
example, the Department of Labor’s General Aptitude Test Battery (GATB) was shown 
to be valid for 500 jobs studied in terms of the test’s ability to predict job performance 
and training success irrespective of race. What distinguishes validity generalization 
is its use of a statistical technique called meta-analysis.” Through meta-analysis, 
researchers can determine correlations that may exist among numerous variables, and 
correct or adjust for any variances that may exist in predictor-criterion relationships. 


Selection from a Global Perspective 


The selection criteria for international assignments are broader in scope than those for 
domestic selection. To illustrate the point, in addition to such factors as technical 
expertise and leadership ability, an international assignment requires greater attention 
to personality and especially to flexibility in the design. The individual must have an 
interest in working overseas and a talent for relating well to all types of people. The abil- 
ity to relate to different cultures and environments, sensitivity to different manage- 
ment styles, and a supportive family are often selection requirements.°° 

Not surprisingly, many corporations consider personal factors of maturity and age, 
as well as the “family situation factor,” far more important in their international assign- 
ments than in domestic placements. Although not all expatriates are married, many 
human resource managers believe that marital stability reduces a person’s likelihood of 
returning home early and in many countries enhances the individual’s social acceptability. 

American women have been successful in the business world, and it is unacceptable 
in our culture to discriminate on the basis of gender in employment, but organizations 
know that some Middle Eastern countries will not grant working papers to American 
women executives. Although women in Japan hold senior management positions in 
only 25 percent of companies, women in the Philippines lead the world with senior 
management positions in 97 percent of the companies. According to a recent survey, 
over 80 percent of the companies in China, Malaysia, Brazil, Hong Kong, Thailand, and 
Taiwan have women in senior management positions.°' Thus, past reluctance to assign 
women to overseas positions where culture rather than law once made them rare is van- 
ishing, and American women are more often working in Asia and Latin America. Not 
only may the candidate’s gender be considered, but also the social acceptability of sin- 
gle parents, unmarried partners, and blended families. 


Final Thoughts: Excelling at the Interview 


In the previous chapter we discussed some important elements of making your résumé 
look good to secure an interview. Interviews play a critical role in determining whether 
you are hired. Up to now, all the recruiter has seen is your well-polished cover letter and 
résumé (see Exhibit 6-4 and Exhibit 7-6). Remember, however, few individuals get a job 
without an interview. No matter how qualified you are for a position, if you perform 
poorly in the interview, you’re not likely to be hired! 

Interviews are popular because they help the recruiter determine if you are a good fit 
for the organization, in terms of your level of motivation and interpersonal skills.°? The 
following suggestions can help you make your interview experience a successful one. 

First, do some homework. Search for the company on the Internet (or visit your 
library) and find as much information on it as possible. Develop a solid understanding 
of the company, its history, markets, financial situation—and the industry in which it 
competes. 
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Exhibit 7-6 
The Interview 


The interviewer's job can be a challenge 
at times as illustrated in this comic. 


Now's your chance. What you do and say 
in the next fifteen to thirty minutes will 
have a tremendous impact on whether 
you get the job. The more preparation 
you do, the more you anticipate interview 
question topics, the more successful you 
will be. Interviewing for a job can be 
nerve-racking. But with a little advanced 
work on your part, you can succeed. 
(Source: Double Exposure/Taxi/Getty 
Images, Inc.) 
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“Unfortunately, you are overqualified. 
However, your résumé is full of misspelled 
words and grammatical errors so that 
tips the scales back in your favor.” 


The night before the interview, get a good night’s rest. As you prepare for the inter- 
view, keep in mind that your appearance will make your first impression. Dress appro- 
priately. Incorrect attire can result in a negative impression. Arrive early, about fifteen 
minutes ahead of your scheduled interview. It’s better for you to wait than to chance 
having the unexpected, such as a traffic jam, make you late. Arriving early also gives you 
an opportunity to survey the work environment and gather clues about the organiza- 
tion. Pay attention to the waiting room layout, the formality of the receptionist, and 
anything else that can give you insights into the organization.>* 

As you meet the interviewer, give him or her a firm handshake. Make eye contact 
and maintain it throughout the interview. Remember, let your body language aug- 
ment the impression you want an interviewer to pick up. Sit erect and maintain good 
posture. Although you will most likely be nervous, try your best to relax. Interviewers 
know that you'll be anxious, and a good one will try to put you at ease. Being prepared 
for an interview can also help build your confidence and reduce the nervousness. You 
can start building that confidence by reviewing a set of questions most frequently 
asked by interviewers, which are usually available at your college career center. Develop 
rough responses to these questions beforehand. This will lessen the likelihood that 
you'll be asked a question that catches you off guard. Our best advice, however, is to be 
yourself. Don’t go into an interview with a prepared text and recite it from memory. 
Have an idea of what you would like to say, but don’t rely on verbatim responses. Expe- 
rienced interviewers will see through this over-preparedness and likely downgrade 
their evaluation. 

If possible, go through several practice interviews.°* Universities often have career 
days on campus when recruiters from companies visit to interview students. Take 
advantage of them. Even if a job doesn’t fit what you want, the practice will help you 
become more skilled at dealing with interviews. You can also practice with family, 
friends, career counselors, student groups, or your faculty adviser. 

When the interview ends, thank the interviewer for his or her time and for this 
opportunity to talk about your qualifications, but don’t think that selling yourself 
stops there. Send an immediate thank-you letter to the recruiter for taking the time to 
interview you and giving you the opportunity to discuss your job candidacy. This little 
act of courtesy has a positive effect—use it to your advantage. 


Demonstrating Comprehension 


Summary 


(This summary relates to the Learning Outcomes identified on page 154.) After reading 
this chapter, you can 


1. 


Describe the selection process. The selection process includes the following: initial 
screening interview, completion of the application form, employment tests, compre- 
hensive interview, background investigation, conditional job offer, physical or med- 
ical examination, and the permanent job offer. In the discrete selection process, each 
step acts as a stand-alone predictor—failing to pass any of these discrete steps means 
disqualification from the job. In the comprehensive approach, candidates go 
through most of the steps before a final decision about them is rendered. 

Identify the primary purpose of selection activities. Selection devices provide 
managers with information that helps them predict whether an applicant will 
prove a successful job performer. Selection activities primarily predict which job 
applicant will be successful if hired. During the selection process, candidates also 
learn about the job and organization. Proper selection can minimize the costs of 
replacement and training, reduce legal challenges, and result in a more productive 
workforce. 


. Discuss why organizations use application forms. The application form is effec- 


tive for acquiring hard biographical data that can ultimately be verified. 

Explain the primary purposes of performance simulation tests. Performance 
simulation tests require the applicant to engage in specific behaviors demonstrated 
to be job related. Work sampling and the assessment center, which are performance 
simulations, receive high marks for their predictive capability. 


. Discuss the problems associated with job interviews and means of correcting 


them. Interviews consistently achieve low marks for reliability and validity. These, 
however, are more the result of interviewer problems than problems with the inter- 
view. Interviewing validity can be enhanced by using a structured process. 

Specify the organizational benefits derived from realistic job previews. Realis- 
tic job previews reduce turnover by giving the applicant both favorable and unfa- 
vorable information about the job. 

Explain the purpose of background investigations. Background investigations 
are valuable when they verify hard data from the application; they tend, however, to 
offer little practical value as a predictive selection device. 

List three types of validity. The three validation strategies are content, construct, 
and criterion-related validity. 

Explain how validity is determined. Validity is determined either by discovering 
the extent to which a test represents actual job content, or through statistical 
analyses that relate the test used to an important job-related trait or to perfor- 
mance on the job. 


Demonstrating Comprehension 


QUESTIONS FOR REVIEW 


gee She 


Describe the eight-step selection process. 

What is meant by a “reliable and valid” selection process? 

What is a legal employee selection process? How does that differ from an illegal one? 
What is a weighted application form? How does it work? 

Contrast work samples with the assessment center. 

What are the major problems of the interview as a selection device? What can HRM 
do to reduce some of these problems? 

What effect should a realistic job preview have on a new hire’s attitude and behavior? 
Why should HRM conduct a background investigation? 
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9. Define the concepts of reliability and validity. What are the three types of validity? 
Why are we concerned about reliability and validity? 


Key Terms 


application 
form 
assessment 
center 
background 
investigation 
behavioral 
interview 
comprehensive 
interview 
comprehensive 
selection 


concurrent 
validity 
conditional 
job offer 
construct 
validity 
content 
validity 
criterion- 
related 
validity 


cut score 


impression 
management 
initial screening 
interviewer bias 
medical/ 
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examination 
performance 
simulation 
tests 
predictive 


validity 


qualified 
privilege 
realistic job 
preview 
(RJP) 
reliability 
validity 
weighted 
application 
form 
work 
sampling 
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Linking Concepts to Practice DISCUSSION QUESTIONS 


1. What do you think of realistic job previews? Would you be 
more likely to choose a position where recruiters emphasized 
only the positive aspects of the job? 

2. “Tm a pretty good judge of character, so I rarely call former 
employers. Besides, past employers have become really cau- 
tious about being candid with their comments.” Do you agree 
or disagree with this statement? Explain. 


3. “Untrained interviewers can make mistakes that are very 
costly to the organization.” Discuss errors in perception 
and selection that interviewers can make and how to 
avoid them. 

4. “When hiring a member of a team, each team member should 
have equal say in who is hired.” Do you agree or disagree? 
Explain. 


Developing Diagnostic and Analytical Skills 


Case Application 7: TIMING OF THE JOB OFFER 


Does it make a difference when a job offer is made? For many, the 
answer may be no, but then, in HRM things are rarely cut and dried. 
Consider the events that took place in early 2005 at American 
Airlines.°> 

In their quest to add flight attendants to their organization, 
company officials began a major recruiting effort. To deal with the 
numbers they anticipated, American representatives spent consider- 
able time screening applicants through extensive phone interviews. 
Those who passed this initial screening were invited to Dallas, Amer- 
ican’s headquarters, for group and individual interviews. For expedi- 
ency’s sake and for competitive reasons, successful candidates were 
then given a conditional job offer—conditioned on passing a drug 
test, a background investigation, and a medical exam. These individ- 
uals were then taken to the company’s on-site medical facility, where 
they were asked to complete a personal history questionnaire and 
give a blood sample. Shortly thereafter, the results were available, 
and three individuals had a questionable blood test result. After dis- 
cussing the matter with them, American officials learned that the 
three were HIV positive. Consequently, the company withdrew the 
conditional offer. As a result, the three applicants sued. 

At issue from American’s perspective was that the three indi- 
viduals did not fully disclose their medical situation on the ques- 
tionnaire—thus they lied on their “application.” American held that 
the conditional job offer was just that—conditional. They hadn’t 
completed the entire hiring process—such as the background 
check—and only after all relevant information is in do they actually 
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make a real or permanent job offer. They also cited that employ- 
ment law requires individuals to be honest in disclosing their med- 
ical conditions, which in this case the individuals did not. The first 
court to look at this matter agreed and dismissed the case in favor of 
American. 

But the three individuals persevered. They appealed, and on 
appeal the court ruled that American had, in fact, made a real job 
offer, and then fired them for reasons that violate the Americans 
with Disabilities Act. In its decision, the appellate court said that a 
conditional offer should be made only after all nonmedical factors 
have been evaluated. In this case, American had not done everything 
prior to requesting the medical examination, thus they did not fol- 
low the standard hiring process they had in place. As a result, the 
lower court’s decision was overturned and the case was permitted to 
go to trial. 


Questions: 


1. Do you believe American Airlines has the right to rescind a 
conditional job offer? Why? 

2. Is the fact that American did not follow their standard hiring 
process a problem here? Explain. 

3. Do you believe American Airlines has the right to not hire 
someone who is HIV positive? Defend your position. 

4. Ifyou were the judge at the trial, given the facts presented 
above, who would you rule in favor of—American or the three 
individuals? Why? 


PREPARING FOR THE INTERVIEW 


Using the job description for the benefits manager (Chapter 5, Exhibit 
5-7) and the ad you wrote (Chapter 6, Learning an HRM Skill), develop 
a list of interview questions you'd ask of job candidates. In groups of 
two or three, compare your interview questions and reach consensus 
on the questions you’d ask. Based on those questions, develop a list of 
evaluation metrics (how you'll evaluate candidate responses). Share 
your team’s responses with other teams in the class. 


What similarities and differences did you note? If time permits, 
you may want to have a mock interview. One of you plays the role of 
the interviewer, one the job candidate, and one the observer. Ask the 
candidate your questions and evaluate the information obtained. 
The observer’s job is to critique the interview. When you are fin- 
ished, change roles and redo the mock interview. 
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Learning an HRM Skill CREATING EFFECTIVE INTERVIEW QUESTIONS 


About the skill: As an interviewer you need to determine if the 
applicant has the aptitude, ability, and skills to perform the essential 
functions of the position. You also need to know if the applicant has 
“soft skills.” Soft skills are those skills that make the person a good 
fit for the position and the organizational culture, including com- 
munication, teamwork, and problem-solving skills. 

Individuals who fairly infrequently interview job candidates 
often ask for guiding questions, that is, what they should ask to 
assess soft skills that are relevant to the job. Though questions may 
vary, here are some that you might find useful as well as which soft 
skills they target. 


E Assessing Integrity 
m In what business situations do you feel honesty would be 
inappropriate? 
m What would you do if your boss asked you to do something 
unethical? 
m Assessing Personality 
m What kinds of people bother you? Why? 
m Describe a situation in which you had to take risk. 
m What motivates you most? 
m What does your employer owe to you? 


Enhancing Your Communication Skills 


E Past Mistakes 
m The last time you were criticized, how did you deal with it? 
m Ifyou could change one decision you made in the past year, 
what would it be and why? 
m Describe a situation where you blew it, and what you did to 
correct the problem. 
= Assessing Problem-Solving Ability 
m What is the most difficult decision you had to make, and why? 
m Ifyou could change anything in the world, what would it be? 
m Your colleague is talking to you about a problem and needs 
help. Your boss has just handed you a report with a lot of ques- 
tions and needs it returned in the next hour. Your assistant tells 
you a customer is on the phone with a complaint. What do you 
do to handle these three things happening simultaneously? 


Again, remember that asking the questions is the easy part. Lis- 
tening to the responses and making sense of what is said is the crit- 
ical part. You need to know what you're looking for and how what is 
said relates to successful performance on the job. 

Source: Questions were adapted from Ceridian Abstracts, “General 


Interview Questions,” (2005), available online at www.ceridian.com/ 
www/content/10/12455/12487/12903/12909/041305_customer_query.htm. 


1. Develop a two- to three-page response to the following state- 
ment: “Graphology as a selection criterion is not a valid selec- 
tion device. Accordingly, it should not be used in determining 
whether or not to hire a job candidate.” Present both sides of 
the argument and include supporting data. Conclude your 
paper by defending and supporting one of the two arguments 
you've presented. 

2. Visit your college’s career center and obtain a copy of their guide 
to job interviews. Obtain the same type of guide from another 
college’s career center online resources. Compare the two. 

3. Research interview questions online, and obtain a list of the 
fifty most frequently asked interview questions. Reviewing the 
questions, which ones do you believe would pose the greatest 
difficulty for you? Which ones would be easier for you? Ina 
two- to three-page write-up, discuss why the questions you’ve 


identified would be difficult for you, and what you can do to 
help overcome this difficulty. 

4. Search the Internet for software packages that can assist 
HRM in the selection process. Identify three different soft- 
ware packages that can be purchased by the public. State 
the benefits of the software package to the HRM practi- 
tioner and the costs associated with purchasing the prod- 
uct. Based on your limited search, which of the three 
software packages would you recommend? Write a two-page 
memo to your boss requesting permission to purchase your 
selected software. Remember to include in your memo a 
comparison of the software packages and the reasons for 
your recommendation. 

5. Search YouTube for short videos on job interviews. Use the 
video in a presentation to your class on job interviewing. 
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Chapter 8 


socializing, 
Orienting, and 
Developing 
Employees 


Learning Outcomes 


After reading this chapter, you will be able to 


1 
2 


Define socialization. 
Identify the three stages of employee socialization. 
Identify the key personnel involved in orientation. 


Describe the purpose of the employee handbook and explain what information 
should be included in the handbook. 


Explain why employee training is important. 

Define training. 

Describe how training needs evolve. 

Discuss the term organizational development and the role of the change agent. 
Explain the term /earning organization. 

Describe the methods and criteria involved in evaluating training programs. 


Explain issues critical to international training and development. 


emember your first day on the 

job? Chances are you spent 

most of the time filling out 
paperwork and learning about com- 
pany policies and only a little time 
training to do something useful. 
That’s how it used to be at Sun 
Microsystems, an international 
company that develops and sells 
computers and software. If you were 
to observe new hires at Sun Microsys- 
tems today, however, you might see 
them playing a video game called Rise 
of the Shadow Specters. 

These new employees may appear 
to be goofing off, but they’re actually 
learning about the core businesses, 
mission, and values of Sun Microsys- 
tems. At a time when companies like 
Google and Facebook are competing 
for the same talent, Sun decided to 
revamp the process for helping 
employees transition into their new 
jobs, a process they call “onboarding.” 
The goal is to improve employee reten- 
tion and productivity as well as help 
strengthen the employment brand and 
help with recruiting. The focus of 
onboarding is to continue to sell 
current and future employees on the 
company. 

“We weren't making a great first 
impression,” says Karie Willyerd, Chief 
Learning Officer at Sun. “The compe- 
tition for talent is really tight. People 
have choices where they work, and the 
first few days are particularly vulnera- 
ble. They can make them feel good 
about their choice, or it can put a 
doubt in their minds.” 

Now the onboarding process 
starts as soon as the new hires accept 
their job offers. New hires receive 


notes thanking them for joining Sun 


with a packet of flower seeds attached, 
symbolizing growth at the company, 
and a backpack with the Sun logo. 
Most importantly, Sun also 
asked Enspire, a company that pro- 
duces educational simulation soft- 
ware, to create a game that would 
help establish a positive impression 
during the onboarding process. The 
game was designed to teach new hires 
about Sun, but this goal was sec- 
ondary to making employees feel wel- 
comed, comfortable, and integrated 
into the Sun Microsystems culture. 
The word “game” was the driving 
force in this endeavor. Sun wanted to 
give its new hires something to be 
excited about, to make them feel that 
Sun is a cutting edge, fun place to 
work. The point was, and is, to have 
new hires fall in love with Sun right 


from the start. 


(Source: Courtesy Sun Microsystems) 


Rise of the Shadow Specters involves 
a character called “Ray,” the newest 
employee at Sun Microsystems. To 
save the day, Ray must find a missing 
scientist while learning about com- 
pany products and policies.” The 
game takes approximately thirty min- 
utes and is available to anyone at the 
Sun Microsystems Web site. In addi- 
tion to making the onboarding 
process more interesting, the game is 
a strong and effective message to 
recruits that Sun is an exciting place 
to work, not a stuffy and boring cor- 
poration. “Onboarding is about 
image,” Willyerd says. “Before, we 
weren't sending a message that we 
were a high-tech company... part of 
this is revamping our own image to 
be appealing.” 

Did they succeed? Take a look at 
their Web site and decide for yourself. 
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socialization or onboarding 

A process of adaptation that takes 
place as individuals attempt to learn 
the values and norms of work roles. 


Loneliness and a feeling of isolation are not 
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Introduction 


When we talk about socializing, orienting, training, and developing employees, we refer 
to a process of helping new employees adapt to their organizations and work responsi- 
bilities. These programs are designed to help employees fully understand what working 
is about in the organization and help them become fully productive as soon as possible. 
In essence, it’s about learning the ropes! When employees better understand and accept 
behaviors the organization views as desirable, the likelihood increases that each 
employee will attain his or her goals and become a happy, well-adjusted employee. 

In this chapter, we’ll explore the arena of socializing, orienting, and developing 
employees. We’ll first look at the socialization process and what organizations should 
do when employees first join them. We’ll then explore training and development efforts 


designed to ensure a supply of highly skilled employees. 


The Outsider-Insider Passage 


When we talk about socialization, frequently called “onboarding” as Sun Microsys- 
tems does in the chapter opener, we are talking about a process of adaptation. In the con- 
text of organizations, the term refers to all passages employees undergo. For instance, 
when you begin a new job, accept a lateral transfer, or are promoted, you must make 
adjustments. You adapt to a new environment that includes different work activities, a 
new boss, a different and most likely diverse group of co-workers, and probably a unique 
set of standards for what constitutes successful performance. Although we recognize 
that this socialization will go on throughout people’s careers—within an organization as 
well as between organizations—the most profound adjustment occurs when one makes 
the first move into an organization: the move from being an outsider to being an insider. 
The following discussion, therefore, is limited to the outsider-insider passage, or, more 
appropriately, organization-entry socialization. This is an important topic for HRM. 
FedEx, for example, learned that their high turnover related directly to experiences 
employees had on their first few days on the job.* 


Socialization 


Think back to your first day in college. What feelings did you experience? Anxiety over 
new expectations? Uncertainty over what was to come? Excitement at being on your 
own and experiencing new things? Fear based on everything friends said 
about how tough college courses were? Stress over what classes to take 
and with which professors? You probably experienced many of these— 


unusual for new employees—they need and maybe much more. Entry into a job is no different. Organizations 
special attention to put them at ease. can assist in the adjustment process if a few matters are understood. 


We'll call these the assumptions of employee socialization. 


Assumptions of Employee Socialization 


Several assumptions underlie the process of socialization: (1) socialization strongly 
influences employee performance and organizational stability; (2) new members suffer 
from anxiety; (3) socialization does not occur in a vacuum; and (4) individuals adjust to 
new situations in remarkably similar ways. Let’s look a little closer at each of these 
assumptions.> 


Socialization Strongly Influences Employee Performance and Organizational 
Stability Your work performance depends to a considerable degree on knowing what 
you should or should not do. Understanding the right way to do a job indicates proper 
socialization. Furthermore, appraisal of your performance includes how well you fit 
into the organization. Can you get along with your co-workers? Do you have acceptable 
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work habits? Do you demonstrate the right attitude and present appropriate behav- 
iors? These qualities differ among jobs and organizations. For instance, on some jobs 
you will be evaluated higher if you are aggressive and indicate that you are ambitious. 
On others, or in other organizations, such an approach might be evaluated negatively. 
As a result, proper socialization becomes a significant factor in influencing both your 
actual job performance and how others perceive it. 


Organizational Stability Also Increases through Socialization When, over many 
years, jobs are filled and vacated with a minimum of disruption, the organization will 
be more stable.° Its objectives and culture transfer more smoothly as longtime employ- 
ees help teach and reinforce the culture to new employees. Loyalty and commitment to 
the organization should be easier to maintain because the organization’s philosophy 
and objectives appear consistent over time. Given that most managers value high 
employee performance and organizational stability, the proper socialization of employ- 
ees should be important. 


New Members Suffer from Anxiety The outsider-insider passage produces anxi- 
ety. Stress is high because the new member feels a lack of identification—if not with the 
work itself, certainly with a new supervisor, new co-workers, a new work location, and 
new rules and regulations. Loneliness and a feeling of isolation are not unusual. This 
anxiety state has at least two implications. First, new employees need special attention 
to put them at ease. This usually means providing adequate information to reduce 
uncertainty and ambiguity. Second, tension can be positive in that it often motivates 
individuals to learn the values and norms of their newly assumed role as quickly as pos- 
sible. The new member is usually anxious about the new role but motivated to learn the 
ropes and rapidly become an accepted member of the organization. 


Socialization Does Not Occur in a Vacuum Learning associated with socialization 
goes beyond comprehending the formal job description and the expectations of human 
resources people or managers. Socialization is influenced by both subtle and not so 
subtle statements and behaviors offered by colleagues, management, employees, 
clients, and other people with whom new members come in contact. Employers need to 
make sure the new employee’s experience is consistent with the culture or “employment 
brand” that was promoted in the recruiting process. 


Individuals Adjust to New Situations in Remarkably Similar Ways This holds 
true even though the content and type of adjustments may vary. For instance, as pointed 
out previously, anxiety is high at entry and the new member usually wants to reduce that 
anxiety quickly. Information obtained during recruitment and selection is always 
incomplete and can be distorted. New employees, therefore, must clarify their under- 
standing of their role once they are on the job. Adjustments take time—every new mem- 
ber goes through a settling-in period that tends to follow a relatively standard pattern. 


The Socialization Process 


Socialization can be conceptualized as a process made up of three stages: prearrival, 
encounter, and metamorphosis.” The first stage encompasses learning the new 
employee has gained before joining the organization. In the second stage, the new 
employee gains clearer understanding of the organization and deals with the realiza- 
tion that expectations and reality may differ. The third stage involves lasting change. 
Here, new employees become fully trained in their jobs, perform successfully, and fit in 
with the values and norms of co-workers.® These three stages ultimately affect new 
employees’ productivity on the job, their commitment to the organization’s goals, and 
their decision to remain with the organization.” 

The prearrival stage explicitly recognizes that each individual arrives with a set of 
organizational values, attitudes, culture, and expectations. These may cover both the 
work to be done and the organization. In many jobs, particularly high-skilled and 


185 


How does this individual adjust to her 
new job? Research tells us that every 
individual new to an organization goes 
through the outsider-insider passage, a 
time of adjusting to the organization and 
learning what to do and what not to do. 
(Source: Shutterstock) 


prearrival stage 

This socialization process stage recog- 
nizes that individuals arrive in an orga- 
nization with a set of organizational 
values, attitudes, and expectations. 
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encounter stage 

The socialization stage where individ- 
uals confront the possible dichotomy 
between their organizational expecta- 
tions and reality. 


metamorphosis stage 

The socialization stage during which 
the new employee must work out 
inconsistencies discovered during the 
encounter stage. 


orientation 

Activities that introduce new employ- 
ees to the organization and their 
work units. 
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managerial jobs, new members will have considerable prior socialization in training and 
in school.!° Part of teaching business students is to socialize them as to what business is 
like, what to expect in a business career, and what kind of attitudes professors believe will 
lead to successful assimilation in an organization. Prearrival socialization, however, goes 
beyond the specific job. Most organizations use the selection process to inform prospec- 
tive employees about the organization as a whole. In addition, of course, selection 
interviews also help ensure picking the right type of employee—one who will fit the orga- 
nization’s culture. Communicating that culture often becomes the responsibility of HR. 
In the chapter opener, we saw how Sun Microsystems uses an online game to communi- 
cate their culture in the recruiting process, as well as with new employees. At Google, HR 
Director Stacy Sullivan is the keeper of the culture and has seen the organization grow 
from fifty employees to 12,000 worldwide under her watch. “Google’s culture is more 
serious and more businesslike than people on the outside may think. The press picks up 
on the fun things, like gourmet food. Pm not minimizing them . . . my favorite thing 
about working here is the way we emphasize people and their needs while at work.”!! 

On entry into the organization, new members enter the encounter stage. Here, 
individuals confront the possible contrast between their expectations about jobs, co- 
workers, supervisors, and the organization in general and reality. If expectations prove 
to have been more or less accurate, the encounter stage merely reaffirms perceptions 
generated earlier. However, this is not always the case. Where expectations and reality 
differ, new employees must be socialized to detach themselves from previous assump- 
tions and replace these with the organization’s pivotal standards.” Socialization, how- 
ever, cannot solve all expectation differences. At the extreme, some new members may 
become totally disillusioned with the actualities of their jobs and resign. Proper selec- 
tion, including realistic job previews, can significantly reduce this. 

Finally, the new member must work out any problems discovered during the 
encounter stage. This may mean going through changes—hence this is called the 
metamorphosis stage. But what is a desirable metamorphosis? Metamorphosis is 
complete—as is socialization—when new members become comfortable with the orga- 
nization and their work teams. They internalize co-worker and organization norms, 
and they understand and accept these norms.!? New members will feel accepted by 
their peers as trusted and valued individuals. They will feel competent to complete 
their jobs successfully. They will understand the organizational system—not only their 
own tasks but the rules, procedures, and informally accepted practices as well. Finally, 
they will know how they will be evaluated. That is, they’ve gained an understanding of 
what criteria will be used to measure and appraise their work. They'll know what is 
expected of them and what constitutes a good job. Consequently successful metamor- 
phosis should have a positive effect on new employees’ productivity and the employee’s 
commitment to the organization, and should reduce the likelihood that the employee 
will leave the organization any time soon.!* 

If HRM recognizes that certain assumptions hold for new employees entering an 
organization and that they typically follow a three-staged socialization process, they 
can develop a program to begin helping these employees adapt to the organization. 
Let’s turn our attention, then, to this aspect of organizational life—socializing our new 
employees through the new-employee orientation process. 


The Purpose of New-Employee Orientation 


New-employee orientation covers the activities involved in introducing a new 
employee to the organization and to the individuals in his or her work unit. It expands 
on information received during the recruitment and selection stages and helps reduce 
the initial anxiety employees usually feel when beginning a new job." For example, an 
orientation program should familiarize the new member with the organization’s objec- 
tives, history, philosophy, procedures, and rules; communicate relevant HRM policies 
such as work hours, pay procedures, overtime requirements, and company benefits; 


The Purpose of New-Employee Orientation 


review the specific duties and responsibilities of the new member’s job; provide a tour 
of the organization’s physical facilities; and introduce the employee to his or her man- 
ager and co-workers.’° 

Who is responsible for orienting the new employee? This can be done by the new 
employee’s supervisor, by the people in HR, through computer-based programs, or by 
some combination thereof. In many medium-sized and most large organizations, HRM 
takes charge of explaining such matters as overall organizational policies and employee 
benefits. In other medium-sized and most small firms, new employees will receive their 
entire orientation from their supervisor or be exposed to an orientation program on the 
company’s intranet.'” Of course, the new employee’s orientation may not be formal at 
all. For instance, in many small organizations, orientation may mean the new member 
reports to her supervisor, who then assigns her to another employee who introduces her 
to her co-workers. This may be followed by a quick tour of the facilities, after which the 
new employee is shown to her desk and work begins. If orientation becomes the respon- 
sibility of the supervisor, there should be some training for that supervisor to ensure 
that the new employee has a thorough orientation that goes beyond where to park and 
when payday is. For instance, in today’s dynamic organizations, new employees must 
understand the organization’s culture. 


Learning the Organization's Culture 


We know that every individual has what psychologists have termed personality, a set of 
relatively permanent and stable traits. When we describe someone as warm, innovative, 
relaxed, or conservative, we are describing personality traits. An organization, too, has a 
personality, which we call the organization’s culture. What do we specifically mean by 
organization culture? We refer to a system of shared meaning. '* Just as tribal cultures 
have totems and taboos that dictate how each member should act toward fellow mem- 
bers and outsiders, organizations have cultures that govern how their members should 
behave.’® Every organization, over time, evolves stories, rituals, material symbols, and 
language.” These shared values determine, in large part, what employees 
see and how they respond to their world.” 

An employee who has been properly socialized to the organization’s 
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organization culture 

The system of sharing meaning within 
the organization that determines how 
employees act. 


An employee who has been properly social- 


culture, then, has learned how work is done, what matters, and which ized to the organizations culture knows what 
work-related behaviors and perspectives are or are not acceptable and acceptable behavior is and what it is not. 


desirable. In most cases, this involves input from many individuals. 


The CEO’s Role in Orientation 


Many senior managers have become highly visible in their organizations, meeting and 
greeting employees and listening to employee concerns. For example, Tony Hsieh, 
founder and CEO of online retailer Zappos.com, has a cubicle just like other employees 
at Zappos’s Las Vegas headquarters, allowing him to stay closer to employees and their 
suggestions and concerns. As more successful companies have been cited in business 
literature for their leaders’ involvement with the workforce, a question arises. If this 
connection works well for existing employees, what would it do for employees joining 
the organization? 

One of the more stressful aspects of starting a new job is the thought of entering 
the unknown. Although conditions at a previous organization may have made you 
leave—such as lack of upward mobility—at least the conditions were familiar. Starting a 
new job is frightening. You may wonder if you made the right choice. Having the CEO 
present from day one, addressing new employees, helps allay those fears. The CEO’s 
first responsibility is to welcome new employees aboard and talk to them about what a 
good job choice they made.” In fact, this segment of new-employee orientation can be 
likened to a cheerleading pep rally. The CEO is in a position to inspire new employees 
by talking about what it is like to work for the organization. In addition, the CEO can 
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employee handbook 

A booklet describing important aspects 
of employment an employee needs to 
know. 
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begin to discuss what really matters in the company—an indoctrination to the organi- 
zation’s culture. 

When a CEO is present, the company shows that it truly cares for its employees. 
Employee-satisfaction concepts are sometimes thrown around an organization to such 
an extent that they become nothing more than lip service to the idea.” But a senior 
company official’s presence validates that the company really is concerned—the CEO’s 
commitment to making the first day special is evidenced by his or her presence. When 
scheduling conflicts arise, some companies use previously prepared videos or other 
electronic means of carrying the same message. 


HRM’s Role in Orientation 


In our introductory comments we stated that the orientation function can be per- 
formed by HRM, line management, or a combination of the two. Despite a preference 
for a combination strategy, we contend that HRM plays a major coordinating role in 
new-employee orientation, which ensures that the appropriate components are in 
place. In addition, HRM also serves as a participant in the program. Consequently, we 
should recognize what HRM must do. For example, in our discussion of making the job 
offer (Chapter 7), we emphasized that the offer should come from human resources to 
better coordinate administrative activities surrounding a new hire. The same holds true 
for new-employee orientation. Depending on the recruiting, a systematic schedule 
should guide employee entry into a company. 

As job offers are made and accepted, HRM should instruct the new employee when 
to report to work. However, before the employee formally arrives, HRM must be pre- 
pared to handle some of the more routine needs of these individuals; for example, new 
employees typically have a long list of questions about benefits. More proactive organi- 
zations prepare a package for new employees. This package generally focuses on impor- 
tant decisions a new employee must make—choice of health insurance, setting up direct 
deposit of paychecks, and tax-withholding information. When HRM provides this 
information a few weeks before new hires start work, they have ample time to make a 
proper choice—quite possibly one affected by a working spouse’s options. 

HRM’s second concern involves its role as a participant in the process. Most new 
employees’ exposure to the organization thus far has been with HRM, but after the hir- 
ing process is over, HRM quickly drops out of the picture unless there is a problem. 
Therefore, HRM must spend some orientation time addressing what assistance it can 
offer to employees in the future. This point cannot be minimized. If HRM provides an 
array of services such as career guidance, benefit administration, or employee training, 
HRM cannot become complacent. They must let these new employees know what else 
HRM can do for them in the future, particularly if many HRM services may be con- 
tracted out by departments, thereby lessening HRM’s effect in the organization.”* 


It’s All in Here: The Employee Handbook 


The first few days on a new job are packed with learning new skills, new co-workers, and 
new policies. It’s no wonder that new employees sometimes fail to absorb all of the 
important information. New and stressful situations aren’t always the best place for 
listening and learning, and HRM realizes that although new employees may appear to 
absorb a lot, important information should be followed up with written reminders. 
Consequently, HRM usually provides a permanent reference guide. This reference guide 
for employees is called the employee handbook. 


Why Use an Employee Handbook? 


An employee handbook, when developed properly, serves both employees and the 
employer. A well-designed handbook gives employees a central source for such useful 


Employee Training 


This handbook is not a contract, expressed or implied, guaranteeing employment for 
any specific duration. Although [the company] hopes that your employment 
relationship with us will be long term, either you or the company may terminate this 
relationship at any time, for any reason, with or without cause or notice. 


information as what the company is about, including its mission, history, policies, and 
employee benefits. The handbook, then, gives employees an opportunity to learn about 
the company and what it provides for them and to understand the information at their 
own pace. Such a readily available resource helps ensure quicker and easier answers to 
questions that may arise over such benefits as vacation accrual, matching contribu- 
tions, and insurance.” 

Employee handbooks also generate other benefits. They can help new employees 
understand the elements of organizational culture, which will, hopefully, build loyalty 
and commitment. By being thorough in its coverage, an employee handbook will 
address various HRM policies and work rules so employees understand what is 
expected. For example, the handbook may discuss discipline and discharge procedures 
and the appeals process should the employee believe that the procedure was adminis- 
tered unfairly. The handbook, then, serves to ensure that any HRM policy will be fair, 
equitable, and consistently applied. 

Employers, too, can benefit from using an employee handbook. In addition to any 
benefits accrued from having a more committed and loyal workforce, handbooks are 
tools to educate, inform, and guide employees in the organization. But a word of cau- 
tion is in order. In our earlier discussion in Chapter 4 on employment-at-will, we 
addressed the issue of implied contracts. Recall that an implied contract is anything 
expressed orally or in writing that may be perceived by the individual to mean that she 
or he can’t be terminated. For example, telling an employee that as long as her perfor- 
mance is satisfactory, she will have a job until retirement could be construed as an 
implied contract. Over the years, the courts have ruled that various statements made in 
employee handbooks may be binding on the company. To prevent this from occurring, 
many legal advocates and HRM researchers recommend a careful choice of words in the 
handbook, and a disclaimer. We have reproduced a disclaimer from one business in 
Exhibit 8-1. 

It is important to note that an employee handbook is of little use if employees 
don’t read it. To facilitate that goal, it is recommended that first of all, the hand- 
book should be pertinent to employees’ needs. Handbooks that are wordy, unclear, 
or contain unnecessary information will discourage employees from reading them. 
Consequently, employers should establish feedback mechanisms to assess how 
useful employees find the employee handbook information, gather input, and 
make modifications where necessary. HRM should not assume that once devel- 
oped and disseminated to employees, the employee handbook is final. Rather, it 
should be updated and refined on a continuous basis. Employers are finding that 
putting the employee handbook on the company’s intranet is an effective way of 
making the materials available to employees and allows easy and quick revision 
when necessary.”° 


Employee Training 


Every organization needs well-adjusted, trained, and experienced people to perform its 
activities. As jobs in today’s dynamic organizations have become more complex, the 
importance of employee education has increased. On the whole, for example, planes 
usually don’t cause airline accidents, people do. Nearly three-quarters of collisions, 
crashes, and other airline mishaps result from pilot or air traffic controller errors or 
inadequate maintenance. Weather and structural failures typically account for the 
remaining accidents.” We cite these statistics to illustrate the importance of training in 
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Exhibit 8-1 
A Sample Employee Handbook 
Disclaimer 


This excerpt from an employee handbook 
makes it clear that employment is not a 
permanent relationship. 
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Training and EEO 


Much of our previous discussions of equal 
employment opportunity (EEO) have centered 
on the selection process. Undoubtedly, equal 
employment opportunities are most prevalent in 
s the hiring process, but EEO’s application to 
feats cannot be overlooked. Remember that our definition 
of adverse impact includes any HRM activity that adversely 
affects protected group members in hiring, firing, and promot- 
ing. So how does training fall into the EEO realms?7° Let’s take 
a brief look. 

Training programs may be required for promotions, job 
bidding (especially in unionized jobs), or salary increases. 


DIVERSITY ISSUES IN HRM 


Regarding any of these, the organization must ensure that train- 
ing selection criteria relate to the job. Furthermore, equal train- 
ing opportunities must exist for all employees. Failure at some- 
thing as simple as informing all employees of the schedule of 
training programs could raise suspicions regarding how fair the 
training programs are. 

Organizations should also pay close attention to training 
completion rates. If more “protected group” members fail to pass 
training programs than “majority group” members, this might 
indicate dissimilarities in the training offered. Once again, orga- 
nizations should monitor these activities and perform periodic 
audits to ensure full compliance with EEO regulations. 


the airline industry. These maintenance and human errors could be prevented or sig- 
nificantly reduced by better employee training. 

Employee training is a learning experience: it seeks a relatively permanent change 
in employees that improves job performance. Thus, training involves changing skills, 
knowledge, attitudes, or behavior.” This may mean changing what employees know, 
how they work, or their attitudes toward their jobs, co-workers, managers, and the orga- 
nization. It has been estimated, for instance, that U.S. business firms spend billions of 
dollars each year on formal courses and training programs to develop workers’ skills.*° 
Managers, possibly with HRM assistance, decide when employees need training and 
what form that training should take (see Diversity Issues in HRM). 

For our purposes, we will differentiate between employee training and employee 
development for one particular reason: Although both are similar in learning methods, 
their time frames differ. Training is more present-day oriented; it focuses on individuals’ 
current jobs, enhancing those specific skills and abilities needed to immediately perform 
their jobs. For example, suppose you enter the job market during your senior year of col- 
lege, pursuing a job as a marketing representative. Despite your degree in marketing, you 
will need some training. Specifically, you'll need to learn the company’s policies and prac- 
tices, product information, and other pertinent selling practices. This, by definition, is 
job-specific training, or training designed to make you more effective in your current job. 

Employee development, on the other hand, generally focuses on future jobs in the 
organization. As your job and career progress, you'll need new skills and abilities. For 
example, if you become a sales territory manager, the skills you need to perform that 
job may be quite different from those you used to sell products. Now you must super- 
vise sales representatives and develop a broad-based knowledge of marketing and spe- 
cific management competencies in communication skills, evaluating employee perfor- 
mance, and disciplining problem individuals. As you are groomed for positions of 
greater responsibility, employee development efforts can help prepare you for that day. 


employee training 
Present-oriented training that focuses 
on individuals’ current jobs. 


employee development 
Future-oriented training that focuses 
on employee personal growth. 


What type of training is this pilot 
receiving? We'd classify it as vestibule 
training, training that occurs in a flight 
simulator. Such training can be highly 
cost-effective. Computer programming 
allows trainers to present scenarios for 
pilots to handle that could be difficult or 
dangerous to replicate in a real aircraft. 
Make a mistake in the simulator, and you 
start over. Make a mistake at 35,000 feet, 
and starting over may not be an option. 
(Source: Alvis Upitis/Getty Images, Inc.) 


Determining Training Needs 


Determining training needs typically involves generating answers to several questions 
(see Exhibit 8-2).*’ Recall from Chapter S that these types of questions demonstrate the 
close link between employment planning and determining training needs. Based on our 
determination of the organization’s needs, the work to be done, and the skills necessary 
to complete this work, our training programs should follow naturally. Once we identify 
where deficiencies lie, we have a grasp of the extent and nature of our training needs. 
The leading questions in Exhibit 8-2 suggest the kinds of signals that can warn a 
manager when training may be necessary. The more obvious ones relate directly to 


Employee Development 


What deficiencies, if any 
do incumbents have in the Is there 
skills, knowledge, or abilities aneed 

required to exhibit the for training? 

necessary job behaviors? 


T 4 


What behaviors are 


What are the 
organization's goals? 


necessary for each job Nae sie a 
incumbent to complete. C e completed to 


: Sohne P 
his or her arranged tasks? achieve its/goals? 


productivity. Indications that job performance is declining may include production 
decreases, lower quality, more accidents, and higher scrap or rejection rates. Any of 
these outcomes might suggest that worker skills need to be fine-tuned. Of course, we 
are assuming that the employee’s performance decline is in no way related to lack of 
effort. Managers, too, must also recognize that a constantly evolving workplace may 
require training. Changes imposed on employees as a result of job redesign or a tech- 
nological breakthrough also require training. 

It is important to put training into perspective. Training may be costly, and it 
should not be viewed as a cure-all for what ails the organization. Rather, judge training 
by its contribution to performance, where performance is a function of skills, abilities, 
motivation, and the opportunity to perform. Managers must also compare the value 
received from performance increases attributable to training with the costs that train- 
ing incurred.” 

Once it has been determined that training is necessary, training goals must be estab- 
lished. Management should explicitly state its desired results for each employee.” It is 
not adequate to say we want change in employee knowledge, skills, attitudes, or behav- 
ior; we must clarify what is to change and by how much. These goals should be tangible, 
verifiable, timely, and measurable.** They should be clear to both the supervisor and the 
employee. For instance, a firefighter might be expected to jump from a moving fire truck 
traveling at fifteen miles per hour, successfully hook up a four-inch hose to a hydrant, 
and turn on the hydrant, all in less than forty seconds. Such explicit goals ensure that 
both the supervisor and the employee know what is expected from the training effort. 


Training Methods 


Many different types of training methods are available.*> For the most part, however, 
we can classify them as on-the-job or off-the-job training. We have summarized the 
more popular training methods in Exhibit 8-3. 

HRM needs to determine which training methods are the most appropriate for the 
skill and the employee. It may be necessary to combine several methods. For example, 
production employees may need classroom instruction in topics like safety, quality 
standards, math, and measurement before hands-on training can begin. 


Employee Development 


Employee development, as mentioned earlier, is future oriented and more concerned 
with education than employee job-specific training. By education we mean that 
employee development activities attempt to instill sound reasoning processes—to 
enhance one’s ability to understand and interpret knowledge—rather than imparting a 
body of facts or teaching a specific set of motor skills. Development, therefore, focuses 
more on the employee’s personal growth.°° Successful employees who are prepared 
for positions of greater responsibility have developed analytical, human relations, 
conceptual, and specialized skills. Training cannot overcome an individual’s inability to 
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Exhibit 8-2 

Determining Training Needs 

How does HR determine when training is 
necessary? These questions help make 
that determination. 
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Exhibit 8-3 

Typical Training Methods 

A variety of training methods are 
available. The most effective method 
depends on the learner and the skill 
being learned. 


In early 2008, Starbucks made the 
controversial move of closing their 7,100 
stores for three hours of training for their 
baristas at an estimated cost of between 
$2 and 4 million dollars.7” The goal was 
to “provide renewed focus on espresso 
standards and reignite employee's 
enthusiasm for customer service, ” 
according to Starbucks CEO Howard 
Schultz.?° Starbucks employees reportedly 
appreciated the time to refresh their skills 
at a time when competitors like Dunkin’ 
Donuts and McDonald's were gaining 
customers with lower-priced specialty 
coffees. After completing the training, 
employees expect to improve the 
customer experience by exceeding their 
expectations with the “perfect drink.” 
(Source: Kevin P. Casey/AP/Wide World 
Photos) 
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On-the-Job Training Methods 


Job Rotation has long been considered a valuable tool to increase employee motivation. 
Job rotation involves lateral transfers that allow employees to work at different jobs and 
provides exposure to a variety of tasks. As with any training, HRM should take care to 
make sure the trainers not only know the job, but how to train others as well. Employers 
often move new hires through a rotation of different roles in the organization such as 
marketing, finance, and operations before they settle into a permanent position. 


Apprenticeships are frequently used to combine classroom instruction in combination 
with working alongside a seasoned veteran, coach, or mentor. The combination of 
hands-on and classroom learning compliment each other. Apprenticeships are 
frequently used in skilled trade or craft jobs such as building trades. The experienced 
worker provides support and encouragement in addition to training. 


Internships are opportunities for students in higher education to utilize their 
instruction and training in a chosen profession as part of their education. Internships 
vary from very unstructured to highly structured and may include college credit. 
Organizations usually value internships as a way to reduce recruitment expenses with- 
out creating an obligation of regular employment. Interns also provide a valuable 
source of new ideas and creativity. Students participating in internships gain valuable 
real-world experience and greatly enhance their value to prospective employers. 


Off-the-Job Training Methods 


Classroom Lectures probably don’t need much explanation at this point of your educa- 
tion, but once you finish college, you may not have seen the inside of your last classroom. 
Many organizations use classroom instruction along with other methods to provide a great 
deal of information in a limited timeframe. Instructors need to understand the different 
learning characteristics of adult learners and the variety of types of instruction that create 
interest in the specific technical, interpersonal, or problem-solving skills they are teaching. 


Multimedia Learning can demonstrate technical skills not easily presented by other 
training methods. This may include videos and DVDs that may be offered online. 


Simulations involve learning a job by actually performing the work (or its simulation). 
Simulation methods may include case analyses, experiential exercises, computer simula- 
tions, virtual reality, role playing, and group interaction. 


Vestibule Training facilitates learning by using the same equipment that one actually 
will use on the job but in a simulated work environment. 


understand cause-and-effect relationships, to synthesize from experience, to visualize 
relationships, or to think logically. As a result, we suggest that employee development be 
predominantly an education process rather than a training process. 

Consider one critical component of employee development: all employees, regard- 
less of level, can be developed. Historically, development was reserved for potential 
management personnel. Although it is critical for individuals to be trained in specific 
skills related to managing—planning, organizing, leading, controlling, and decision 
making—time has taught us that nonmanagerial employees need to develop these skills 
as well. The use of work teams, reductions in supervisory roles, allowing workers to par- 
ticipate in setting job goals, and a greater emphasis on quality and customer service 
have changed the way we view employee development. Accordingly, organizations now 
require new employee skills, knowledge, and abilities. Thus, as we go through the next 
few pages, note that the methods used to develop employees in general are the same as 
those used to develop future management talent. 


Employee Development Methods 


Some development of an individual’s abilities can take place on the job. We will review 
several methods: three popular on-the-job techniques (job rotation, assistant-to positions, 


Employee Development 


and committee assignments), and three off-the-job methods (lecture courses and semi- 
nars, simulation exercises, and adventure or outdoor training). 


Job Rotation Job rotation is used in employee development as well as training. Job 
rotation can be either horizontal or vertical. Vertical rotation is nothing more than pro- 
moting a worker into a new position. In this chapter, we will emphasize the horizontal 
dimension of job rotation, also known as a short-term lateral transfer. 

Job rotation represents an excellent method for broadening an individual’s expo- 
sure to company operations and for turning a specialist into a generalist. In addition to 
increasing the individual’s experience and allowing him or her to absorb new informa- 
tion, it can reduce boredom and stimulate the development of new ideas. It can also 
provide opportunities for a more comprehensive and reliable evaluation of the 
employee by his or her supervisors. 


Assistant-To Positions Employees with demonstrated potential sometimes work 
under a seasoned and successful manager, often in different areas of the organization. 
Working as staff assistants, or in some cases, serving on special boards, these individu- 
als perform many duties under the watchful eye of a supportive coach (see Workplace 
Issues, p. 198). In doing so, these employees experience a wide variety of management 
activities and are groomed for assuming the duties of the next higher level. 


Committee Assignment Committee assignments can allow the employee to share 
in decision making, to learn by watching others, and to investigate specific organiza- 
tional problems. Temporary committees often act as a taskforce to delve into a partic- 
ular problem, ascertain alternative solutions, and recommend a solution. These tem- 
porary assignments can be both interesting and rewarding to the employee’s growth. 
Appointment to permanent committees increases the employee’s exposure to other 
members of the organization, broadens his or her understanding, and provides an 
opportunity to grow and make recommendations under the scrutiny of other com- 
mittee members. 

In addition to the above on-the-job techniques, employees benefit from off-the-job 
development. We will briefly discuss three of the more popular means: lecture courses 
and seminars, simulations, and adventure or outdoor training. 


Lecture Courses and Seminars Traditional forms of instruction revolve around for- 
mal lecture courses and seminars. These help individuals acquire knowledge and 
develop their conceptual and analytical abilities. Many organizations offer these in- 
house, through outside vendors, or both. 

Technology is allowing for significant improvements in the training field. Online 
learning allows for employees to view a lecture or presentation live or view streaming 
video at any time or place. Courses or seminars are provided by employers, professional 
associations, or colleges. For example, Web sites of the Society of Human Resource 
Management (SHRM) and American Society for Training and Development (ASTD) 
provide members with extensive libraries of videos, podcasts, and webcasts on a variety 
of HR or training topics. 

Many organizations offer incentives for employees to take college classes. Incen- 
tives can include increased potential for promotion, tuition reimbursement, or both. 
Classes can be taken toward a degree or continuing education. Either way, employees 
are taking the responsibility to advance their skills, knowledge, and abilities in an effort 
to enhance their value to their current or future employer. 


Simulations While critical in training employees on actual work experiences, simula- 
tions are probably even more popular for employee development.*” The more widely 
used simulation exercises include case studies, decision games, and role plays. 
Employee development through case-study analysis was popularized at the Harvard 
Graduate School of Business. Taken from the actual experiences of organizations, these 
cases represent attempts to describe, as accurately as possible, real problems that managers 
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job rotation 

Moving employees horizontally or 
vertically to expand their skills, knowl- 
edge, or abilities. 


simulation 
Any artificial environment that attempts 
to closely mirror an actual condition. 


194 Chapter 8 Socializing, Orienting, and Developing Employees 


have faced. Trainees study the cases to determine problems, analyze causes, develop 
alternative solutions, select what they believe to be the best solution, and implement it. 
Case studies can provide stimulating discussions among participants, as well as excel- 
lent opportunities for individuals to defend their analytical and judgmental abilities. It 
appears to be a rather effective method for improving decision-making abilities within 
the constraints of limited information. 

Simulated decision games and role-playing exercises put individuals in the role of 
acting out supervisory problems. Simulations, frequently played on a computer pro- 
gram, provide opportunities for individuals to make decisions and witness the implica- 
tions of their decisions for other segments of the organization. Airlines, for instance, 
find that simulations are a much more cost-effective means of training pilots—especially 
in potentially dangerous situations. And poor decisions typically have no worse effects 
on the learner than the need to explain why the choice was not a good one. Role playing 
allows participants to act out problems and deal with real people. Participants are 
assigned roles and are asked to react to one another as they would have to do in their 
managerial jobs. 

The advantages of simulation exercises are the opportunities to “create an environ- 
ment” similar to real situations managers face, without high costs for poor outcomes. 
Of course, the disadvantages are the reverse of this: it is difficult to duplicate the pres- 
sures and realities of actual decision making on the job, and individuals often act dif- 
ferently in real-life situations than they do in a simulated exercise. 


Are these people on an adventure Adventure Training A trend in employee development has been the use of adventure 


vacation or an employee development (sometimes referred to as outdoor, wilderness, or survival) training. The primary focus 
activity? If they work for Wells Fargo, of such training is to teach trainees the importance of working together, or coming 
it might be a little of both. together as a team.*° Adventure training typically involves some major emotional and 
(Source: iStock photo) physical challenge. This could be white-water rafting, mountain climbing, paintball 


games, or surviving a week on a sailing adventure. 

The purpose of such training is to see how employees react to the difficulties that 
nature presents to them. Do they face these dangers alone? Do they freak out? Or are 
they controlled and successful in achieving their goal? How cooperative are they under 
harsh circumstances? The reality is that today’s business environment does not permit 
employees to stand alone. This has reinforced the importance of working closely with 
one another, building trusting relationships, and succeeding as a member of a group. 
Companies such as Wells Fargo, Whole Foods Markets, Microsoft, and Bank of America 
have embraced adventure training efforts.** 


DID YOU KNOW? 


Training Expenditures 


How much do U.S. companies spend annually m $1,616 was the average spent per employee in the United 


for employee training and development? How States. How do you think your employer spent that money 

much does that add up to for each employee? training you? 

How much is spent on classroom-based learn- m 36.9 percent of the money spent on training involved some 

ing as opposed to technology-based learning? type of technology and 60 percent of that total involved online 

Let’s take a look at the numbers, according to learning. Nearly all of that was self-paced instruction where 
the American Society for Training and Development the employee used the online training at his or her own pace. 
(ASTD). Are you taking this class online? You might be included here! 

m $109.25 billion is spent annually on employee training. Most The amount of money spent using technology to train employ- 

of that (75 percent) was spent internally. The balance was ees is increasing because of the cost savings. Cost advantages 
spent on training by external organizations. With that large include the efficiency of online learning, the ability to reuse the 
an investment, you can see why managers want to be sure learning tools without much additional expense, and the decreas- 


they’re getting a good return on investment. ing costs of developing online learning.“ 


Organization Development 


Organization Development 


Although our discussion so far has related to the people side of business, it is important 
to recognize that organizations change from time to time. Changes with respect to 
continuous improvements, diversity, and work process engineering require the organi- 
zation to move forward through a process we call organization development (OD). 
OD has taken on a renewed importance today. Whether brought about by globaliza- 
tion, challenging economic times, mergers, or continuous-improvement goals, many 
organizations have drastically changed the way they do business." 

No matter what role OD takes in an organization, it requires facilitation by an indi- 
vidual well versed in organization dynamics. In HRM terms, we call this person a change 
agent. Change agents are responsible for fostering the environment in which change can 
occur, and working with the affected employees to help them adapt to the change. 
Change agents may be either internal employees, often associated with the training and 
development function of HRM, or external consultants. Before we discuss specific 
aspects of organization development, let’s look at this phenomenon we call change. 


Change Is a Popular Topic 


Change usually affects four areas of an organization: its systems, its technology, its 
processes, and its people. No matter what the change, or how minor it may appear, 
understanding its effect is paramount for it to be supported and lasting.“ OD comes 
into play with efforts designed to support the business’s strategic direction. For 
instance, if work processes change, people need to learn new production methods, pro- 
cedures, and possibly, new skills. OD becomes instrumental in bringing about the 
change. How so? The effects of change become organizational culture issues. Accord- 
ingly, OD efforts help ensure that all organizational members support the new culture 
and assist in bringing the new culture to fruition. 

We often use two metaphors to clarify the change process.“ The calm waters 
metaphor envisions the organization as a large ship crossing a calm sea. The ship’s cap- 
tain and crew know exactly where they are going because they have made the trip many 
times before. Change surfaces as the occasional storm, a brief distraction in an other- 
wise calm and predictable trip. The white-water rapids metaphor pictures the organiza- 
tion as a small raft navigating a raging river with uninterrupted white-water rapids. 
Aboard the raft are a half dozen people who have never worked together before, who are 
totally unfamiliar with the river, who are unsure of their eventual destination, and who, 
as if things weren’t bad enough, are traveling in the pitch-dark night. In the white-water 
rapids metaphor, change is a natural state, and managing change is a continual process. 

These two metaphors present widely differing approaches to understanding and 
responding to change. Let’s take a closer look at each one. 


The Calm Waters Metaphor Until recently, the calm waters metaphor dominated 
the thinking of practicing managers and academics. The prevailing model for handling 
change in calm waters is best illustrated in Kurt Lewin’s three-step description of the 
change process (see Exhibit 8-4).*° 

According to Lewin, successful change requires unfreezing the status quo, chang- 
ing to a new state, and refreezing the new change to make it permanent. The status quo 


Unfreezing 
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organization development (OD) 
The part of HRM that addresses system- 
wide change in the organization. 


change agent 

Individual responsible for fostering the 
change effort and assisting employees 
in adapting to changes. 


Exhibit 8-4 

Lewin’s Change Process 

Kurt Lewin‘s change process assumes that 
the organization operates in a stable envi- 
ronment. When change is necessary, the 
order of things is unfrozen, changed, and 
refrozen in a way that will restore order. 
In this illustration, movers assist an office 
relocation by disassembling the office in 
the unfreezing phase and moving equip- 
ment in the change phase. Office workers 
settle into their new location in the 
refreezing phase. 


Refreezing 
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The uncertainty surrounding change in a 
dynamic environment is significant. Just 
as white-water rafters deal with 
continuously changing water currents, 
organizational members facing rapid and 
uncertain change must adjust quickly and 
react properly to unexpected events. 
(Source: Javier Pierini/Digital Vision/Getty 
Images, Inc.) 
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can be considered an equilibrium state. Unfreezing, necessary to move from this equi- 
librium, is achieved in one of three ways: 


m The driving forces, which direct behavior away from the status quo, can be 
increased. 

m The restraining forces, which hinder movement from the existing equilibrium, 
can be decreased. 

m The two approaches can be combined. 


After unfreezing, the change itself can be implemented. However, the mere intro- 
duction of change does not ensure that it will take hold. The new situation, therefore, 
needs to be refrozen so that it can be sustained over time. Without this last step, the 
change will likely be short-lived, and employees will revert to the previous equilibrium 
state. The objective of refreezing, then, is to stabilize the new situation by balancing the 
driving and restraining forces. 

Note how Lewin’s three-step process treats change as a break in the organization’s 
equilibrium state. The status quo has been disturbed, and change is necessary to estab- 
lish a new equilibrium state.*” This view might have been appropriate to the relatively 
calm environment that most organizations operated in when proposed by Lewin in the 
1940s, but the calm waters metaphor doesn’t seem appropriate now as businesses face 
change that seems constant and a future that seems more uncertain than ever. 


The White-Water Rapids Metaphor This metaphor takes into consideration the 
fact that environments are both uncertain and dynamic. To understand what managing 
change while negotiating uninterrupted rapids might be like, imagine attending a col- 
lege in which courses vary in length. When you sign up, you don’t know whether a course 
will last for two weeks or thirty weeks. Furthermore, the instructor can end a course at 
any time, with no prior warning. If that isn’t unsettling enough, the length of the class 
session changes each time—sometimes twenty minutes, other times three hours—and 
the time of the next class meeting is set by the instructor during the previous class. Oh, 
yes: The exams are unannounced; you must be ready for a test at any time. To succeed in 
this college, you would have to be incredibly flexible and able to respond quickly to every 
changing condition. Students too structured or slow on their feet would not survive. 

A growing number of organizational members are accepting that their jobs are 
much like what students would face in such a college. The stability and predictability of 
calm waters do not exist. Disruptions in the status quo are not occasional and tempo- 
rary, followed by a return to calm waters. Many of today’s employees never get out of the 
rapids. They face constant change, bordering on chaos. These individuals must play a 
game they have never played before, governed by rules created as the game progresses.*® 

Is the white-water rapids metaphor merely an overstatement? No! Take the case of 
General Motors.*? In the intensely competitive automotive manufacturing business, a 
company must be prepared for any possibility. GM and most other auto manufacturers 
increased production of trucks and SUVs in response to a steady increase in consumer 
demand, only to have consumers switch their preference back to cars in early 2008 when 
gas prices skyrocketed. Demand for small cars and hybrids exceeded supply. Government 
regulators have resumed demanding ever-increasing gasoline mileage. Then in late 2008, 
consumers stopped buying cars altogether as the economy worsened and unemployment 
climbed. GM’s CEO, G. Richard Wagoner, along with CEOs from other major automotive 
manufacturers, were forced to appear in front of the House Financial Services Committee 
to request financial help. The appearance did not go well. In spite of the dire circum- 
stances of the companies and the economy, the CEOs took separate large company jets 
to Washington. This created the appearance that while they needed taxpayer money to 
survive, they did not understand that cost cutting was necessary. Eventually, President 
Obama called for Wagoner’s resignation as a condition for continued government assis- 
tance. To meet this dizzying set of challenges, GM must make the huge changes necessi- 
tated by bankruptcy and continuously improve and revamp everything that they do with 
new leadership. Will GM survive this trip through the white water? Stay tuned. 


Organization Development 


ETHICAL ISSUES IN HRM 


OD Intervention 


Organization development interventions often 
produce positive change results. Interventions 
that rely on participation of organizational mem- 
bers can create openness and trust among co- 
workers and respect for others. Interventions can 
also help employees understand that the organization wants to 
promote risk taking and empowerment. “Living” these charac- 
teristics can lead to better organizational performance. 

However, a change agent involved in an OD effort imposes 
his or her value system on those involved in the intervention, 
especially when the intervention addresses co-worker mistrust. 
The change agent may deal with this problem by bringing all 
affected parties together to openly discuss their perceptions of 
the dilemma. 

Although many change agents are well versed in OD prac- 
tices, sometimes they walk a fine line between success and fail- 
ure. To resolve personal problems in the workplace, participants 
must disclose private, and often sensitive, information. An indi- 
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carry negative ramifications. For example, it could lead to lower 
performance appraisals, fewer pay increases, or the perception 
that the employee is not a team player. 

On the other hand, active participation can cause employ- 
ees to speak their minds, which also carries risks. For instance, 
imagine that an employee questions a manager’s competence. 
This employee fully believes the manager’s behavior is detrimen- 
tal to the work unit, but his or her reward for being open and 
honest could be retaliation from the boss. Although, at the time, 
the manager might appear receptive to the feedback, he or she 
may retaliate later. In either case—participation or not—employees 
could be hurt. Even though the intent was to help overcome 
worker mistrust, the result may be more back stabbing, more 
hurt feelings, and more mistrust. 

Do you think there is a risk of co-workers being too open 
and honest under this type of OD intervention? What do you 
think a change agent can do to ensure that employees’ rights will 
be protected? 


vidual can refuse to divulge such information, but doing so may 


OD Methods 


We know that most organizational change that employees experience happens not by 
chance, but often by a concerted effort to alter some aspect of the organization. What- 
ever happens—in terms of structure or technology—ultimately affects organizational 
members. Organization development assists organizational members with planned 
change. 


Organization Development Organization development facilitates long-term 
organization-wide changes. Its focus is to constructively change attitudes and values 
among organizational members so that they can more readily adapt to and be more 
effective in achieving the new directions of the organization.*° When they plan OD 
efforts, organization leaders, in essence, attempt to change the organization’s culture.” 
However, one fundamental issue of OD is its reliance on employee participation to fos- 
ter an environment of open communication and trust.°” Persons involved in OD efforts 
acknowledge that change can create stress for employees. Therefore, OD attempts to 
involve organizational members in the changes that will affect their jobs and seeks their 


input about how the innovation is affecting them. 


OD Techniques Any organizational activity that assists with implementing planned 
change can be viewed as an OD technique (see Ethical Issues in HRM). However, the 
more popular OD efforts in organizations rely heavily on group interactions and coop- 
eration. These include survey feedback, process consultation, team building, and inter- 
group development. 

Survey feedback efforts assess employee attitudes about and perceptions of the 
change they are encountering. Employees generally respond to a set of specific ques- 
tions regarding how they view organizational aspects such as decision making, leader- 
ship, communication effectiveness, and satisfaction with their jobs, coworkers, and 
management.” The data the change agent obtains helps clarify problems that employ- 
ees may be facing. The change agent can consider actions to remedy the problems. 

In process consultation, outside consultants help organizational members per- 
ceive, understand, and act on process events.” These might include, for example, 


survey feedback 

Assessment of employees’ perceptions 
and attitudes regarding their jobs and 
organization. 
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workflow, informal relationships among unit members, and formal communications 
channels. It is important to recognize that consultants give organizational members 
insight into what is going on, but they are not there to solve problems. Rather, they 
coach managers in diagnosing interpersonal processes that need improvement. If orga- 
nizational members, with consultants’ help, cannot solve the problem, consultants will 
often help organizational members locate experts who do have the requisite knowledge 
(see Workplace Issues). 

Organizations are made up of individuals working together to achieve some 
goals. Because organizational members frequently must interact with peers, a pri- 
mary function of OD is to help them become a team. Team building helps work 
groups set goals, develop positive interpersonal relationships, and clarify the role 
and responsibilities of each team member. There may be no need to address each 
area because the group may be in agreement and understand what is expected of it. 
Team building’s primary focus is to increase each member’s trust and openness 


intergroup development 
Helping members of various groups 
become a cohesive team. 


toward one another.*> 


Whereas team building focuses on helping a work group become more 


One of the fundamental issues behind OD 
is the need to foster an environment of 
communication and trust. 


cohesive, intergroup development attempts to achieve cohesion among 
different work groups. That is, intergroup development attempts to 
change attitudes, stereotypes, and perceptions that one group may have 
about another group. Doing so can build better coordination among the 


various groups. 


WORKPLACE ISSUES 
Playing Coach 


Increasingly, managers must assume the role of 

coach. In fact, some organizations officially have 

changed the title from manager to coach. Chang- 

ing titles doesn’t change abilities, but with train- 

ing and practice, managers—by whatever name— 
can learn to coach their employees more effectively.°° 

Change toward teamwork, empowerment, and managing 
by influence makes acquiring such skills imperative for the suc- 
cess of both corporations and their employees. Coaching 
improves employee efficiency and productivity and prevents sit- 
uations from escalating, while enhancing the manager’s job sat- 
isfaction and confidence in handling attitude or performance 
problems that may occur. Some managers suffer from the 
ostrich syndrome—hiding their heads in the sand in hopes that 
the problem or employee will go away. Too pressed for time, 
afraid that they may give the wrong advice and be blamed for it, 
or just not having any solutions for a particular situation, man- 
agers may avoid coaching. 

But as managers, we must accept coaching as a part of our 
jobs, however uncomfortable we may be. We must provide 
employees with regular feedback about their performances, not 
just at appraisal time. We must provide appropriate ongoing 
training, support, and encouragement; view them as partners in 
the process; give credit when deserved; and provide information 
about the company and its goals, as well as employees’ roles, 
responsibilities, and expectations in meeting them. 

If your employees feel blocked from career opportunities or 
dissatisfied with their jobs, need help setting priorities, or are 
stressed, burned out, or insecure, your coaching skills will be 


tested. Employees may not tell you initially that they have a 
problem, but they will give you an assortment of clues such as 
missed deadlines, absenteeism, and decreased quality and pro- 
ductivity. They may show less initiative or interest or become 
irritable or withdrawn. Your job is to find out why their attitude 
or performance is waning; could it be that they were not recog- 
nized for some work or they are frustrated because of a lack of 
time, training, or feedback? After all, most employees believe 
that their managers either can or should read minds. 

Maybe it’s time to reassess what’s happening. For example, 
have you as a manager taken time to explain expectations, direc- 
tions, and priorities? Have you removed obstacles and reinforced 
performance? When it’s time to practice your new coaching 
insights, carefully plan what you will say in advance, then allow 
enough time without distractions or interruptions to discuss 
how the situation affects performance, to listen without becom- 
ing defensive, and to obtain enough information to develop an 
action plan of improvement. Invite the employee to propose 
solutions or alternatives. Be prepared to have a follow-up session 
to review progress and reinforce improvements. 

Sometimes even the best coaches must cut their losses if 
performance continues to decline, which may call for more 
severe measures, such as probation, demotion, transfer, discipli- 
nary action, or termination, if alternatives such as retraining or 
job restructuring are impossible. On the optimistic side, how- 
ever, if coaching sessions are effective, everybody wins—the com- 
pany, employee, and manager. Attitude and performance 
improve, communication improves, and both managers and 
employees can build on the situation. 


Evaluating Training and Development Effectiveness 


A Special OD Case: The Learning Organization 


The concept of a learning organization describes a significant organizational mindset 
or philosophy. A learning organization has the capacity to continuously adapt and 
change because all members take an active role in identifying and resolving work- 
related issues.>” Ina learning organization, employees practice knowledge management 
by continually acquiring and sharing new knowledge and willingly apply that knowl- 
edge in making decisions or performing their work. 

In a learning organization, it’s critical for members to share information and col- 
laborate on work activities throughout the entire organization—across different func- 
tional specialties and even at different organizational levels. Employees are free to work 
together and collaborate in doing the organization’s work the best way they can and to 
learn from each other. This need to collaborate also tends to make teams an important 
feature of a learning organization. Employees work on activities in teams and make 
decisions about doing their work or resolving issues. Empowered employees and teams 
have little need for “bosses” to direct and control them. Instead, traditional managers 
serve as facilitators, supporters, and advocates for employee teams. 

Learning can’t take place without information. For a learning organization to 
learn, information must be shared among members; that is, organizational employees 
must engage in knowledge management. This means sharing information openly, in a 
timely manner, and as accurately as possible. The learning organization environment is 
conducive to open communication and extensive information sharing. 

Leadership plays an important role as an organization moves to become a learning 
organization. One of the most important leader functions is to facilitate creation of a 
shared vision for the organization’s future and keep organizational members working 
toward that vision. In addition, leaders should support and encourage the collaborative 
environment critical to learning. Without strong and committed leadership through- 
out the organization, it would be extremely difficult to be a learning organization. 

Finally, the organizational culture is an important aspect of being a learning organi- 
zation. A learning organization’s culture is one in which everyone agrees on a shared 
vision and recognizes the inherent interrelationships among the organization’s processes, 
activities, functions, and external environment. There is a strong sense of community, car- 
ing for each other, and trust. In a learning organization, employees feel free to openly 
communicate, share, experiment, and learn without fear of criticism or punishment. 

If you delve deeply into many of the learning organization’s characteristics you may 
notice something startling. Many of these elements are parts of a fully functioning, 
effective HRM system in an organization. 


Evaluating Training and 
Development Effectiveness 


Any training or development implemented in an organization effort must be cost- 
effective. The benefits gained must outweigh the costs of the learning experience. It is 
not enough to merely assume that any training an organization offers is effective; we 
must develop substantive data to determine whether our training effort is achieving its 
goals. Did the training correct the deficiencies in skills, knowledge, or attitudes we 
assessed as needing attention? Note, too, that training and development programs are 
expensive—in the billions of dollars annually in the United States alone. The costs 
incurred justify evaluating the effectiveness. 


Evaluating Training 


How will we determine if a training program is effective? This is easier if some output 
can be measured such as an increase or decrease in costs, sales, production, employee 
turnover, or revenue. In these cases, HR can calculate a return on the investment (ROI) 


199 


learning organization 

An organization that values contin- 
ued learning and believes a competi- 
tive advantage can be derived from it. 
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The Cheesecake Factory restaurant chain 
spends an average of $2,000 on training 
per hourly worker each year. One way 
the company measures its return on 
investment is by examining turnover 
rates, which are about 15 percent below 
the industry average of 106 percent. 
Workforce development programs also 
contribute to high consumer satisfaction 
rates, loyalty, and repeat visits. 

(Source: Newscom) 


Kirkpatrick’s model 
Evaluates the benefits of training for 
skills that are hard to quantify, such as 
attitudes and behaviors 


post-training performance 
method 

Evaluating training programs based 
on how well employees can perform 
their jobs after training. 
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by determining the benefit of the training and dividing it by the training expense. For 
example, after training, a delivery driver is able to make five additional deliveries each 
day. Each of those deliveries represents $10 of the driver’s time, so the benefit to the 
employer is $50 per day for each driver trained. Divide the benefit of the training by the 
cost of training, and we can determine the ROI of the training. 

What if we’re training managers on better communication skills or teaching Eng- 
lish as a second language to employees? That’s a little more difficult to evaluate. A dif- 
ferent approach to determining the effectiveness of training is called Kirkpatrick’s 
model. This is a four-level approach that works well in determining the value of man- 
agerial training and any training that is difficult to assess in terms of ROI. 


Level one measures the reactions of the participants toward the training and answers 
questions about whether the participants liked the training; felt they achieved their 
learning goals; how much they liked the trainers; and any suggestions they have for 
improving the training. 

Level two measures how much the participants learned. This could be accomplished by 
pre- and post-testing the participants or by evaluating the participants against a 
control group that has not been trained. 

Level three measures whether the training actually changes the employee’s behavior 
when he or she returns to the job. This might be evaluated by the participants, 
supervisors, or trainer. 

Level four measures whether the training benefited the employer or not. This could be 
done by determining ROI as we have above, or by evaluating a behavior against 
another standard, such as a benchmark. 


Surprisingly, research indicates that nearly half of all training programs are not mea- 
sured against any substantative outcome, such as employee retention, satisfaction, or 
productivity.°* It would be ideal if all companies could boast the returns on invest- 
ments in training that The Cheesecake Factory does. Their employee turnover rate has 
been reduced to 15 percent below the industry average; customer satisfaction rates and 
repeat visits are high.°? Such a claim, however, is valueless unless training is properly 
evaluated. 

The following approach for evaluating training programs can be generalized across 
organizations: Several managers, representatives from HRM, and a group of workers 
who have recently completed a training program are asked for their opinions. If the 
comments are generally positive, the program may receive a favorable evaluation and it 
will continue until someone decides, for whatever reason, it should be eliminated or 
replaced. 

The reactions of participants or managers, though easy to acquire, are the least 
valid. Their opinions are heavily influenced by factors such as level of difficulty, enter- 
tainment value, or the personality characteristics of the instructor, all of which may 
have little to do with the training’s effectiveness. Trainees’ reactions to the training may, 
in fact, provide feedback on how worthwhile the participants viewed the training.°° 
Beyond general reactions, however, training must also be evaluated in terms of how 
much the participants learned, how well they use their new skills on the job, positive 
changes in behavior, and whether the training program achieved its desired results 
including reduced turnover, increased customer service, etc. 


Performance-Based Evaluation Measures 


We'll explore three popular methods of evaluating training programs. These are the 
post-training performance method, the pre-post-training performance method, and 
the pre-post-training performance with control group method. 


Post-Training Performance Method The first approach is the post-training per- 
formance method. Participants’ performance is measured after attending a training 
program to determine if behavioral changes have been made. For example, assume we 
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provide a week-long seminar for HRM recruiters on structured interviewing tech- 
niques. We follow up one month later with each participant to see if, in fact, attendees 
use the techniques addressed in the program and how. If changes did occur, we may 
attribute them to the training, but we cannot emphatically state that the change in 
behavior is directly related to the training. Other factors, such as reading a current 
HRM journal or attending a local Society of Human Resource Management presenta- 
tion, may have also influenced the change. Accordingly, the post-training performance 
method may overstate training benefits. 


Pre-Post-Training Performance Method In the pre-post-training performance 
method, each participant is evaluated prior to training and rated on actual job perfor- 
mance. After instruction—of which the evaluator has been kept unaware—is completed, 
the employee is reevaluated. As with the post-training performance method, the 
increase is assumed to be attributable to the instruction. However, in contrast to the 
post-training performance method, the pre-post-training performance method deals 
directly with job behavior. 


Pre—Post-Training Performance with Control Group Method The most sophisti- 
cated evaluative approach is the pre—-post-training performance with control group 
method. Two groups are established and evaluated on actual job performance. Mem- 
bers of the control group work on the job but do not undergo instruction; the experi- 
mental group does receive instruction. At the conclusion of training, the two groups are 
reevaluated. If the training is really effective, the experimental group’s performance will 
not only have improved but will be substantially better than the control group. This 
approach attempts to correct for factors other than the instruction program that influ- 
ence job performance. 

Of the numerous methods for evaluating training and development programs, 
these three appear to be the most widely recognized. Furthermore, the latter two meth- 
ods are preferred because they provide a stronger measure of behavioral change directly 
attributable to the training effort. 


International Training 
and Development Issues 


Important components of international human resource management include both 
cross-cultural training and a clear understanding of the overseas assignment as part of 
a manager’s development.°” 


Cross-Cultural Training 


Cross-cultural training is necessary for expatriate managers and their families before, 
during, and after foreign assignments.°? It is crucial to remember that when the expa- 
triates arrive, they are the foreigners, not the host population. Before the employee and 
family relocate to the overseas post, they need to absorb much cultural and practical 
background. Language training is essential for everyone in the family. 

Although English is the dominant business language worldwide, relying on English 
puts the expatriate at a disadvantage. The expatriate will be unable to read local trade 
journals and newspapers, which contain useful business information, and must rely on 
translators, which slow down discussions and possibly create misunderstanding. Even 
if an expatriate manager is not fluent, a willingness to try communicating in the local 
language makes a good impression on the business community—unlike the insistence 
that all conversation be in English. Foreign-language proficiency is also vital for family 
members to establish a social network and accomplish the everyday tasks of maintain- 
ing a household. Americans may be able to go to the produce market and point at what 
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pre-post-training performance 
method 

Evaluating training programs based 
on the difference in performance 
before and after training. 


pre-post-training performance 
with control group method 
Evaluating training by comparing 
pre- and post-training results with 
individuals. 
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they recognize on display, but if the shop has unfamiliar meats or vegetables, it helps to 
be able to ask what each item is, and it’s even better to understand the answers! 

Cross-cultural training is, of course, much more than language training. It should 
provide an appreciation of the new culture, including details of its history and folklore, 
economy, politics (both internal and its relations with the United States), religion, 
social climate, and business practices.°* It is easy to recognize that religion is highly 
important in daily life in the Middle East, but knowledge of the region’s history and an 
understanding of the specific practices and beliefs is important to avoid inadvertently 
insulting business associates or social contacts. 

All this training can be carried out through a variety of techniques. Language skills 
are often provided through classes and recordings, whereas cultural training utilizes 
many different tools. Lectures, reading materials, video recordings, and movies are use- 
ful for background information, but cultural sensitivity is more often taught through 
role playing, simulations, and meetings with former international assignees and natives 
of the countries now living in the United States. 

After the overseas assignment has ended and the employee has returned, more 
training is required for the entire family. All family members must reacclimate to life in 
the United States. The family faces changes with their extended family, friends, and 
even local events that have occurred in their absence. Teenagers find reentry particu- 
larly difficult, as they may be more sophisticated and mature than their local and less 
traveled friends. The employee also must adjust to organizational changes, including 
the inevitable promotions, transfers, and resignations that have taken place during his 
or her absence. Returnees are anxious to know where they fit in, or if they should 
change their career path. 


Development 


The current global business environment makes the overseas assignment a vital 
component in developing top-level executives. Many American managers return 
with broader experiences, having been relatively independent of headquarters. Par- 
ticularly, mid-level managers experience greater responsibilities than others at their 
level and frequently acquire greater sensitivity and flexibility to alternative ways of 
doing things. 

It is vital for the organization to make the overseas assignment part of a career 
development program.°° In the absence of such a developmental program, two negative 
consequences often occur. First, the recently returned manager who is largely ignored 
or underutilized becomes frustrated and leaves the organization. This is extremely 
costly, as the company has lost the investment in developing this individual and the tal- 
ent that will likely be recruited by a competitor, either at home or overseas. 

Second, when overseas returnees are regularly underutilized or leave out of frus- 
tration, other potential expatriates become reluctant to accept overseas posts, 
inhibiting the organization’s staffing ability. When the overseas assignment is com- 
pleted, the organization has four basic options. First, the expatriate may be assigned 
to a domestic position, beginning the repatriation process. Hopefully, this new 
assignment will build on some of the newly acquired skills and perspectives. Second, 
the return may be temporary, with the goal of preparing for another overseas assign- 
ment. This might be the case where a manager has successfully opened a new sales terri- 
tory and is being asked to repeat that success in another region. Third, the expatriate 
may seek retirement, either in the United States or in the country in which she or he 
spent the past few years. Finally, employment may be terminated, either because the 
organization has no suitable openings or because the individual has found opportu- 
nities elsewhere. 

All of these options involve substantial expenses or a loss in human investment. A 
well-thought-out and organized program of employee development can make overseas 
assignments a part of the comprehensive international human resource management 
program. 


Demonstrating Comprehension 


Summary 


(This summary relates to the Learning Outcomes identified on page 182.) After having 
read this chapter, you can 


1. 


10. 


11. 


Define socialization. Socialization is a process of adaptation. Organization-entry 
socialization refers to the adaptation that takes place when an individual passes 
from outside the organization to the role of an inside member. 

Identify the three stages of employee socialization. The three stages of employee 
socialization are the prearrival, the encounter, and the metamorphosis stages. 
Identify the key personnel involved in orientation. The key people in orienta- 
tion are the CEO and HRM representatives. The CEO welcomes the new employees, 
reaffirms their choice of joining the company, and discusses the organization’s 
goals and objectives while conveying information about the organization’s culture. 
Each function in HRM has a specific role in orientation to discuss what employee 
services they can offer in the future. 

Describe the purpose of the employee handbook and explain what informa- 
tion should be included in the handbook. Handbooks serve as a source of infor- 
mation about company culture, policies, rules, and benefits. 

Explain why employee training is important. Employee training has become 
increasingly important as jobs have become more sophisticated and influenced by 
technological and corporate changes. 

Define training. Training is a learning experience that seeks a relatively permanent 
change in individuals that will improve their ability to perform on the job. 
Describe how training needs evolve. An organization’s training needs will evolve 
from seeking answers to these questions: (a) What are the organization’s goals? (b) 
What tasks must be completed to achieve these goals? (c) What behaviors are nec- 
essary for each job incumbent to complete his or her assigned tasks? and (d) What 
deficiencies, if any, do incumbents have in the skills, knowledge, or attitudes 
required to perform the necessary behaviors? 

Discuss the term organizational development and the role of the change agent. 
Organization development is the process of effecting change in the organization. 
This change is facilitated through the efforts of a change agent. 

Explain the term learning organization. A learning organization continuously 
adapts and changes because all members take an active role in identifying and 
resolving work-related issues. In a learning organization, employees practice 
knowledge management by continually acquiring and sharing new knowledge, 
which they willingly apply. 

Describe the methods and criteria involved in evaluating training programs. 
Training programs can be evaluated by post-training performance, pre-post-train- 
ing performance, or pre-post-training performance with control group methods. 
The evaluation focuses on trainee reaction, what learning took place, and how 
appropriate the training was to the job. 

Explain issues critical to international training and development. Interna- 
tional issues in training and development include cross-cultural training, language 
training, and economic-issues training. 


Demonstrating Comprehension 


QUESTIONS FOR REVIEW 


How can a socialization process benefit an organization? 
What benefits can socialization provide for the new employee? 
Describe the role HRM plays in orientation. 

Explain the CEO/senior management’s role in orientation. 
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5. What kinds of signals can warn a manager that employee training may be necessary? 
6. Why is evaluation of training effectiveness necessary? 
7. Why is cultural training critical for employees embarking on an overseas assignment? 


Key Terms 


change agent 
employee 
development 
employee 
handbook 
employee 
training 
encounter stage 
intergroup 
development 
Kirkpatrick’s 
model 


job 
rotation 
learning 
organization 
metamorphosis 
stage 
organization 
culture 
organization 
development 
(OD) 
orientation 


. Describe how selection and training are related. 
. Describe how socialization and training are related. 


post-training 
performance 
method 
prearrival 
stage 
pre-post- 
training 
performance 
method 
pre-post- 
training 
performance 


with control 

group 
simulations 
socialization or 

onboarding 


survey feedback 


Developing Diagnostic and Analytical Skills 
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Linking Concepts to Practice DISCUSSION QUESTIONS 


1. “Proper selection is a substitute for socialization.” Do you 
agree or disagree with this statement? Explain. 

2. Describe what a socialization program might look like if 
management desired employees who were innovative and 
individualistic. 


3. Training programs are frequently the first items eliminated when 
management wants to cut costs. Why do you believe this occurs? 

4. Explain the effects a learning organization may have on 
employees in today’s organizations. What are the HRM 
implications of these effects? 


Developing Diagnostic and Analytical Skills 


Case Application 8-A: THE UNDERRATED CHECKLIST: FIVE STEPS TO SAVE LIVES 


The idea of having to go through a checklist in your job may sound 
a little demeaning. Isn’t that what fast food restaurants use to train 
low-skilled employees what to do, step by step? That may be quite 
true, but it’s also what pilots use to be sure the complicated systems 
of jumbo jets are all in order before flying you to your destination. 
That type of thinking is why Dr. Peter Pronovost of Johns Hopkins 
University School of Medicine ran into opposition when he pro- 
posed a five-step checklist that would not only save money, but save 
lives. 

In the United States, hospital-acquired infections affect 1 in 10 
patients, killing 90,000 of them and costing as much as $11 billion 
each year.°° Many of those infections are acquired when an IV line 
delivering medication becomes infected. Dr. Pronovost’s checklist is 
simple and straightforward, including steps such as: Doctors must 
wash their hands before inserting an IV, and the patient’s skin must 
be cleaned with antiseptic at the point of the insertion. When Michi- 
gan hospitals put the checklist into practice, they not only saved 
over $175 million in eighteen months because they didn’t have to 
treat infections, but they saved nearly 1,500 lives! 

Such impressive evidence would seem to convert even the 
toughest critic of checklists, but the hospitals found the same truth 
that many trainers face: employees don’t always comply with rules 
that are for their own good or for the good of others. They need to 


Case Application 8-B: DELIVERING AT UPS 


When it comes to training, UPS seems to have thought of everything. 
Employees are taught efficient procedures for safe driving, how to 
lift and carry packages, knock on doors, and even how to carry the 
keys to the big brown delivery vans. Procedures for how to effectively 
manage people, however, are just not as clear cut. UPS is attempting 
to fix that with their Community Internship Program (CIP) that 
helps managers strengthen management skills and develop greater 
sensitivity toward UPS staff and customers. 

UPS founder, James Casey, realized that many of the managers 
in his organization had no idea of what poverty and inequality was. 
This sheltered perspective made it more difficult for these managers 
to deal with the diversity in their workforce. As such, Casey believed 
that if UPS was going to be most effective, it had to learn about and 


be convinced. It turns out that doctors are just as stubborn as pro- 
duction employees who refuse to wear safety goggles or a hard hat. 

Dr. Pronovost found that doctors don’t like being told what to 
do. They especially resented being reminded of the checklist by the 
nurses who were put in charge of managing the checklists. The orga- 
nizational culture of the hospitals, including the roles of doctors 
and nurses, got in the way of patient safety. Dr. Pronovost learned to 
overcome the resistance by bringing both doctors and nurses 
together in training and appealing to their common concern for 
patient health. He asked, “Would you ever intentionally allow a 
patient’s health to be harmed in your presence?” They'd say “Of 
course not.” Then he would hit them with “Then how can you see 
someone not washing their hands and let them get away with it? 
Saving lives, saving money. It’s all in the training. 


Questions: 


1. How can HR professionals overcome resistance to training? 

2. What method should hospitals use to evaluate IV checklist 
training? 

3. Develop a checklist that would make a process more efficient 
or safe for your employer or college. 

4. What is the best way to train an employee to use your check- 
list? How would you evaluate your training? 


live with societal elements that were foreign to most of them. That 
did not mean, however, relaxing the rigid rules of UPS. Rather, it 
meant fitting the rigid rules to the diversity of the organization.°* 
The month-long program costs UPS over $10,000 for each man- 
ager enrolled. To date, UPS has spent over $14 million on the pro- 
gram, designed to help managers understand the increasingly 
complex needs ofa diverse workforce and customer base.°? CIP builds 
understanding between managers and entry-level employees who are 
often minorities from low-income communities in New York City, 
Chicago, Chattanooga, Tennessee, McAllen, Texas, or San Francisco. 
During the thirty-day internship, UPS managers live among the area’s 
poorest residents. They serve meals to the homeless, build homes, 
counsel recovering addicts, fix bikes in a community center, tutor 
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individuals in prison, or aid migrant farmers. They spend time in the 
community attempting to find workable solutions to transportation, 
housing, education, or healthcare problems. 

But most of all, the CIP was designed to develop the UPS man- 
ager’s ability to listen and be empathetic toward their employees. 
For example, manager Mark Colvard recalled a situation where he 
had to make a difficult decision. One of his drivers needed some 
time off from work to care for an ill family member. Under the rules 
that applied to this worker, he was not eligible for the leave. But 
Colvard made the decision to give the employee some time off—even 
though other drivers had an issue with this decision. But Colvard 
never second-guessed what he did. He strongly suspected, based on 
his experience with CIP, the employee was not going to show up at 
work anyway. Why complicate the problem and ultimately lose a 
productive worker? Even though Colvard took some flack over the 
two weeks the driver was out, the driver returned to work very appre- 
ciative of what Colvard had done. And Colvard retained a valuable 
employee. 

What the CIP program does, in essence, is develop another 
aspect of UPS managers. Although the company’s process and pro- 
cedure training was thorough, UPS leaders came to realize that man- 


agers also must be sensitive to needs of today’s workers. By develop- 
ing employees in this manner, UPS is reinforcing a culture of what 
they believe is important and provides its employees with the neces- 
sary tools to walk the walk. CIP coordinators admit they have no 
quantitative way to measure the program’s success, but they point to 
retention numbers and personal contributions as proof that the sys- 
tem works. As one UPS manager stated, the program “made me a 
better person and a better manager. I’ve never been exposed to any- 
thing like it in my life.” That’s hard to put a price tag on. 


Questions: 


1. How does the CIP at UPS foster a culture in the organization? 

2. What role can human resources play in ensuring success for 
this internship program? 

3. What criteria would you use to determine who should partici- 
pate in the program? 

4. Ifyou were challenged to defend the return that CIP offers to 
UPS, explain how you would evaluate the CIP program to 
demonstrate that it’s beneficial to the manager and the 
organization using Kirkpatrick’s model or another method 
of evaluation. 


Working with a Team ORIENTING EMPLOYEES 


1. Identify, call, and ask a human resource manager at your col- 
lege or university, employer, a nonprofit organization, or a 
local company. Contact the person and ask if you may observe 
part or all of an upcoming orientation or training program as 
a part of a class assignment. 

2. Summarize your orientation experience in a one- or two-page 
report, and then share your experience with your class or team. 


3. What guidelines, policies, or standards did your organization 
practice regarding orientation? 
4. Discuss your responses with your team. What similarities or 


differences did you find? 


Learning an HRM Skill COACHING EMPLOYEES 


About the Skill Effective managers are increasingly described as 
coaches rather than bosses. Just like coaches, theyre expected to pro- 
vide instruction, guidance, advice, and encouragement to help team 
members improve their job performance. 

Steps in the Coaching Skill 


1. Analyze ways to improve the team’s performance and capabili- 
ties. A coach looks for opportunities for team members to 
expand their capabilities and improve performance. We rec- 
ommend the following coaching behaviors. Observe your 
team members’ behavior on a day-to-day basis. Ask questions 
of them: Why do you do a task this way? Can it be improved? 
What other approaches might work? Show genuine interest in 
team members as individuals, not merely as employees. 
Respect them individually. Listen to each employee. 

2. Create a supportive climate. It’s the coach’s responsibility to 
reduce barriers to development and to facilitate a climate 
that encourages personal performance improvement. Create 
a climate that contributes to a free and open exchange of 
ideas. Offer help and assistance. Give guidance and advice 
when asked. Encourage your team. Be positive and upbeat. 


Don’t use threats. Ask “What did we learn from this that 
can help us in the future?” Reduce obstacles. Assure team 
members that you value their contribution to the team’s 
goals. Take personal responsibility for the outcome, but 
don’t rob team members of their full responsibility. Validate 
the team members’ efforts when they succeed. Point to what 
was missing when they fail. Never blame team members for 
poor results. 

3. Influence team members to change their behavior. The ulti- 
mate test of coaching effectiveness is whether an employee’s 
performance improves. You must encourage ongoing growth 
and development. Recognize and reward small improvements 
and treat coaching as a way of helping employees continually 
work toward improvement. Use a collaborative style by allow- 
ing team members to participate in identifying and choosing 
among improvement ideas. Break difficult tasks down into 
simpler ones. Model the qualities you expect from your team. 
If you want openness, dedication, commitment, and responsi- 
bility from your team members, you must demonstrate these 
qualities yourself. 
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Enhancing Your Communication Skills 


1. Search YouTube.com for short videos that illustrate or explain 3. Write a two-page discussion of training program development 
the culture of an organization. Prepare a ten-minute presenta- costs. Discuss how companies may find ways to make training 
tion that includes the video, an explanation of the culture, programs more cost effective. 
and how you would prepare a new employee for the culture. 4. Write a two-page summary of the type of organization culture 


Do an Internet search of articles on learning organizations. 
Summarize in a two- to three-page article how organizations 
become learning organizations and what benefits a learning 
organization provides for a company. 


you would prefer to work in. In your discussion, describe how 
you anticipate locating such an organization with the type of 
preferred culture you identified. 
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Chapter 9 


Managing Careers 


Learning Outcomes 


After reading this chapter, you will be able to 
1 Explain who is responsible for managing careers. 
Describe the term career. 
Discuss the focus of careers for both organizations and individuals. 
Describe how career development and employee development differ. 
Explain why career development is valuable to organizations. 
Identify the five traditional stages involved in a career. 
List the Holland vocational preferences. 


Describe the implications of personality typologies and jobs. 


O oN OD OF SP W ND 


Identify several suggestions that you can use to manage your career more 
effectively. 


he ad read like an EEO night- 

mare, advertising “Job Openings 

for mothers of schoolchildren” 
and backed it up by offering part-time 
hours and summers off. 

Rather than being a current example 
of gender and age discrimination, 
it was quite the opposite. It was an 
ad for the Principal Financial Group 
from 1966 indicating an early interest 
in equal career opportunities for 
women. 

Recently retired Principal Financial 
Group CEO Barry Griswell stated, “It’s 
been important to me to know that 
women have equal pay, equal access— 
all of the things that men have.” His 
efforts have been so successful that 
the company boasts recognition as 
one of the Best Places to Work by 
the National Association of Female 
Executives, Working Mother magazine, 
Fortune, Latina Style magazine, and 
AARP. How does the company manage 
to earn so many awards? They do it 
by developing programs that support 
employees through the more vulnerable 
points in the employee’s career cycle, 
hoping that by helping employees to 
manage their career, they'll be more 
likely to stay. 


Examples include: 


m Eight hours of paid time off to 
volunteer at a nonprofit agency 
of the employee’s choice, includ- 
ing their church or child’s school. 

m “No meeting Fridays” to allow 
employees to catch up on work, 
get organized, and decompress. 

m Working Caregiver Leave, allow- 
ing employees to return to their 
job ona part-time schedule with 


full-time benefits for twelve 


weeks to care for a new baby or 
other loved one needing care 
after Family Medical Leave is 
exhausted. 

m “Happy Returns”—a partnership 
with Manpower that allows 
retirees to work part-time while 
retaining retirement benefits. 

m Offering older workers opportu- 
nities to work for several months 
in a nonprofit organization or 
overseas assignment. 

E Leadership Development pro- 


grams to employees over fifty. 


The company has developed a loyal 
and devoted employee base that reflects 
diversity in age, culture, ethnicity, and 
background on every level. Over two- 
thirds of the employees are women, 


and five of the fourteen board 


(Source: iStockphoto) 


members are women. Promotions are 
based on ability, often offered when 
an employee is working part-time, as 
was the case with Ellen Lamale, the 
company’s chief actuary, and Valarie 
Vest, a regional client service director 
who was offered her promotion 
midway through her maternity leave. 
The programs have not only resulted 
in retention of employees at times 
when they were considering changes 
of careers or employers, they’ve 
proven very profitable. “Just about 
every metric you review around 
employee productivity has increased: 
Our sales results are higher than 
they have ever been, our investment 
performance is great, our stock price 
has tripled,” reports HR VP Jim 
DeVries. 
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Introduction 


Career development is important to us all. We know that people sometimes have diffi- 
culties achieving their career goals. This reflects the new and unexpected complexities 
managers now confront in their efforts to mobilize and manage their employees. The 
historical beliefs that every employee would jump at the chance for a promotion, that 
competent people will somehow emerge within the organization to fill vacancies, and 
that a valuable employee will always be a valuable employee are no longer true. 
Lifestyles, too, are changing. Organizations are increasingly aware of employees’ differ- 
ent needs and aspirations. To have competent and motivated people to fill the organi- 
zation’s future needs, HRM representatives should be concerned with matching 
employee career needs with the organization’s requirements. 

It’s important to note that although career development has been an important 
topic in HRM-related courses for several decades, there have been some drastic changes 
since the Principal Financial Group advertised “mother’s hours” back in 1966. Downsiz- 
ing, restructuring, work process engineering, globalization, contingent workers, and so 
forth have drawn us to one significant conclusion about managing careers: Although 

employers like the Principal Financial Group offer many opportunities for 
You, not the organization, are respon sible personal development, you, the individual, are responsible for your career.” 
It’s not the organization’s obligation! Sadly, millions of employees have 
learned this the hard way over the past few years.” Therefore, you must be 

prepared to do whatever is necessary to advance your career. 
What, if any, responsibility does the organization have for career development 
under the “new rules” in today’s contemporary organization? The organization’s 


for managing your career! 


responsibility is to build employee self-reliance and help employees maintain their mar- 
ketability through continual learning.* The essence of a contemporary career develop- 
ment program is providing support so employees can continually add to their skills, 
abilities, and knowledge. This support includes: 


m Communicating clearly the organization’s goals and future strategies. When people 
know where the organization is headed, they’re better able to develop a personal 
plan to share in that future. 

E Creating growth opportunities. Employees should have opportunities for new, inter- 
esting, and professionally challenging work experiences. 

m Offering financial assistance. The organization should offer tuition reimbursement 
to help employees keep current. 

m Providing the time for employees to learn. Organizations should be generous in pro- 
viding paid time off from work for off-the-job training. Additionally, workloads 
should not be so demanding that they preclude employees from having the time 
to develop new skills, abilities, and knowledge. 


In this chapter we’ll review some of the basics of career development, and HRM’s 
current role in offering assistance. Throughout the chapter, remember that it’s up to 
you to manage your career. If you don’t, chances are no one else will! 


What Is a Career? 


career 
The sequence of employment posi- The term career has numerous meanings. In popular usage it can mean advancement 
tions that a person has held over his “He’s moving up in his career”), a profession (“She’s chosen a career in medicine”), or 
p g up »ap > 
or her life. stability over time (career in the military). For our purposes, we define career as “the 
pattern of work-related experiences that span the course of a person’s life.”® Using this 


definition, it is apparent that we all have or will have careers. The concept is as relevant 
to unskilled laborers as it is to engineers and physicians. For our purposes, therefore, 
any work, paid or unpaid, pursued over an extended time, can constitute a career. In 
addition to formal job work, careers can include schoolwork, homemaking, or volunteer 
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work. Furthermore, career success is defined not only objectively, in terms of pro- 
motion, but also subjectively, in terms of satisfaction. 


Individual versus Organizational Perspective 


The study of careers takes on a different orientation, depending on whether it is 
viewed from the perspective of the organization or of the individual. A key question 
in career development, then, is, “With whose interests are we concerned?” From an 
organizational or HRM viewpoint, career development involves tracking career paths 
and developing career ladders.’ HRM seeks to direct information and monitor the 
progress of special groups of employees, and to ensure that capable professional, 
managerial, and technical talent will be available to meet the organization’s needs. 
Career development from the organization’s perspective is also called organizational 
career planning. 

In contrast, individual career development, or career planning, focuses on assisting 
individuals to identify their major goals and how to achieve them. Note that the latter 
case focuses entirely on the individual and includes his or her life outside the organiza- 
tion, as well as inside. So, while organizational career development looks at individuals 
filling the needs of the organization, individual career development addresses each 
individual’s personal work career and other lifestyle issues. For instance, an excellent 
employee, assisted in better understanding his or her needs and aspirations through 
interest inventories, life-planning analysis, and counseling, may even decide to leave the 
organization if it becomes apparent that career aspirations can be best achieved outside 
the employing organization. Both individual and organizational career approaches 
have value. However, because the primary focus of HRM is the organization’s interest in 
careers, we will primarily emphasize this area. At the end of the chapter we will take a 
special look at how you can better manage your career. 


Career Development versus Employee Development 


Given our discussions in Chapter 8 on employee development, you may be wondering 
what, if any, differences there are between career development and employee develop- 
ment. These topics have a common element, but they have one distinct difference—the 
time frame. 

Career development looks at the long-term career effectiveness and success of orga- 
nizational personnel. By contrast, the kinds of development discussed in Chapter 8 
focused on work effectiveness or performance in immediate or intermediate time 
frames. These two concepts are closely linked; employee training and development 
should be compatible with an individual’s career development in the organization. But 
a successful career program, in attempting to match individual abilities and aspirations 
with the needs of the organization, should develop people for the long-term needs of 
the organization and address the dynamic changes that will take place over time. 


Career Development: Value for the Organization 


Assuming that an organization already provides extensive employee development pro- 
grams, why should it need to consider a career development program as well? A long- 
term career focus should increase the organization’s effectiveness in managing its 
human resources. More specifically, several positive results can accrue from a well- 
designed career development program. We’ll examine them. 


Needed Talent Will Be Available Career development efforts are consistent with 
and a natural extension of strategic and employment planning. Changing staff 
requirements over the intermediate and long term should be identified when the 
company sets long-term goals and objectives. Working with individual employees to 
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Principal Financial Group encourages 
employees to volunteer in their 
community with paid time off. Employees 
who are happy with the arrangement 
make positive contributions to the 
community, promoting goodwill for 

the company throughout the area. 
(Source: Zoran Milich/Masterfile) 
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help them align their needs and aspirations with those of the organization will 
increase the probability that the right people will be available to meet the organiza- 
tion’s changing staffing requirements. 


The Organization’s Ability to Attract and Retain Talented Employees 
Improves Outstanding employees will always be scarce and competition to secure 
their services considerable. Such individuals may prefer employers who demonstrate a 
concern for employees’ futures and personal interests. These people may exhibit 
greater loyalty and commitment to an organization that offers career advice.® Impor- 
tantly, career development appears to be a natural response to the rising concern by 
employees for the quality of work life and personal life planning. A survey of college 
students and recent graduates by Manpower subsidiary Right Management found 
that they would be more likely to stay put at an employer that offered the ability to 
grow from within, a workplace that offers flexibility, and a culture where there is cama- 
raderie and a good work/life balance.” 


Minorities and Women Have Comparable Opportunities for Growth and 
Development As discussed in previous chapters, equal employment opportunity leg- 
islation and affirmative action programs have demanded that minority groups and 
women receive opportunities for growth and development that will prepare them for 
greater responsibilities within the organization. The fair employment movement has 
served as a catalyst to career development programs targeted for these groups. Legisla- 
tion, such as the Lilly Ledbetter Fair Pay Act of 2009, offers an even greater organiza- 
tional career challenge. Furthermore, courts frequently look at an organization’s career 
development efforts with these groups when ruling on discrimination suits. 


Reduced Employee Frustration Although the workforce educational level has risen, 
so, too, have occupational aspirations. However, as periods of economic stagnation 
increase organizations’ efforts to reduce costs, they also reduce opportunities. This has 
increased frustration in employees who often see a significant disparity between aspira- 
tions and actual opportunities. When organizations downsize to cut costs, employee 
career paths, career tracks, and career ladders often collapse. Career counseling can pro- 
duce realistic, rather than raised, employee expectations. 


Enhanced Cultural Diversity The workforce in the next decade will continue to 
reflect a more varied combination of race, nationality, gender, and values in the organi- 
zation. Effective organizational career development provides access to all levels of the 
organization for more employees. Extended career opportunities make cultural diver- 
sity, and the appreciation of it, an organizational reality. 


Organizational Goodwill If employees think their employing organizations care 
about their long-term well-being, they tend to respond in kind by projecting positive 
images of the organization into other areas of their lives (for example, through volun- 
teer work in the community). For instance, employees at Principal Financial Group in 
the chapter opener are encouraged to use eight hours of paid time off each year to vol- 
unteer at a local nonprofit organization, including their church or their child’s school. 
Employees who are happy with this arrangement spread the word, making them effec- 
tive recruiters for the company. One young mother who left a teaching career to work 
for Principal said, “Friends who are working moms told me about it. I didn’t even look at 
positions at another company.”'° 


Career Development: Value for the Individual 


Effective career development is also important for the individual. In fact, as we’ve pre- 
viously mentioned, it is more important today than ever. Changing definitions of 
careers and success have expanded the value of individual career development pro- 
grams. Career success may no longer be measured merely by an employee’s income or 
hierarchical level in an organization. It may now include using one’s skills and abilities 
to face expanded challenges, or having greater responsibilities and increased autonomy 
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in one’s chosen profession. Contemporary workers, seeking more than salary and secu- 
rity from their jobs, want intrinsic career development, or “psychic income,” too. They 
want interesting and meaningful work, such as that derived from a sense of being the 
architect of one’s own career. 

Careers are both external and internal. The external career involves properties or 
qualities of an occupation or an organization." For example, think of a career in busi- 
ness as a person’s sequence of jobs or positions: undergraduate degree in business; sales 
representative for a construction supply house; graduate training in business; district 
manager in a do-it-yourself hardware chain; president of a small housing inspection 
and appraisal firm; retirement. External careers may also be characterized by career lad- 
ders within a particular organization (employment recruiter, employment manager, 
HRM director, vice president HRM). 

The individual career encompasses a variety of individual aspects or themes: accu- 
mulation of external symbols of success or advancement (bigger office with each pro- 
motion); threshold definition of occupational types (that is, physicians have careers, 
dogcatchers have jobs); long-term commitment to a particular occupational field (such 
as a career soldier or teacher); a series of work-related positions; and work-related 
attitudes and behaviors." 

Careers are indeed the pattern of work-related experiences that span the course of a 
person’s life, but we must understand that both personal relationships and family con- 
cerns are also of intrinsic value to employees. Subjective and objective elements, then, 
are necessary components of a theoretical perspective that captures the complexity of 
career.'* Success can thus be defined in external terms. For example, if after five years at 
the same company you are promoted, and Chris, a colleague hired the same day you 
were for the same type of job, has not yet been promoted, you may view yourself as more 
successful than Chris. The external definition also states that a certified public accoun- 
tant is more successful than an animal control worker. However, if you consider the 
subjective, internal valuation of success, the story may be different. An animal control 
worker who defines his job as protecting children and others in the community from 
danger, who goes home proud at night because he has successfully and compassion- 
ately captured stray dogs that day, is successful in his career. Compare that to a CPA 
who works only to buy a new sports car so she can escape from the drudgery of her day- 
to-day office life of dealing with clients, accounting forms, and automated systems. Is 
she more or less successful than the dogcatcher? 

This differentiation of internal from external is important to the manager who wants 
to motivate employees. Different employees may respond to different motivational tools. 
For instance, Danny is working for you as a consultant, looking to earn enough money to 
purchase a time-share in a condo in Florida. Diane, your newest software developer, 
joined the company with the expectation that within four years she will have obtained a 
master’s degree and be in a supervisory position in the company. Would they respond 
equally to the opportunity to be trained in interpersonal skills? Would both of them be as 
likely to accept (or reject) a transfer to another city? Probably not, because they have dif- 
ferent motivations. Thus, we can say that internal and external career events may be par- 
allel but result in different outcomes. We have displayed these events in Exhibit 9-1, which 
discusses them in the context of career stages, the topic discussed in the next section. 


Mentoring and Coaching 


It has become increasingly clear over the years that employees who aspire to higher 
management levels in organizations often need the assistance and advocacy of someone 
higher up in the organization. These career progressions often require the favor of the 
dominant in-group, which sets corporate goals, priorities, and standards.“ 

When a senior employee takes an active role in guiding another individual, we refer 
to this activity as mentoring or coaching. Just as baseball coaches observe, analyze, and 
attempt to improve the performance of their athletes, “coaches” on the job can do the 
same. The effective coach, whether on the diamond or in the corporate hierarchy, gives 
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external career 
Attributes related to an occupation’s 
properties or qualities. 


mentoring or coaching 
Actively guiding another individual. 
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Internal and External Events and Career Stages 


Not everyone will experience these traditional career stages in the same sequence. Many will find themselves starting over due to layoffs or career changes. 


Stage 


Exploration 


Establishment 


Mid-Career 


Late Career 


Decline 


External Event 
Advice and examples of relatives, teachers, friends, 
and coaches 


Actual successes and failures in school, sport, 
and hobbies 


Actual choice of educational path—vocational 
school, college major, professional school 
Explicit search for a job 

Acceptance of a job 

Induction and orientation 

Assignment to further training or first job 


Acquiring visible job and organizational member- 
ship trappings (ID card, parking sticker, uniform, 
organizational manual) 


First job assignment, meeting the boss and 
co-workers 


Learning period, indoctrination period of full 
performance—“ doing the job” 


Leveling off, transfer, and/or promotion 
Entering a period of maximum productivity 
Becoming more of a teacher/mentor than a learner 


Explicit signs from boss and co-workers that one’s 
progress has plateaued 


Job assignments drawing primarily on maturity 
of judgment 


More jobs involving teaching others 


Formal preparation for retirement 
Retirement rituals 


Internal Event 

Development of self-image, what one might be, 
what sort of work would be fun 

Self-assessment of own talents and limitations 
Development of ambitions, goals, motives, dreams 
Tentative choices and commitments, changes 


Shock of entering the “real world” 


Insecurity around new tasks of interviewing, apply- 
ing, being tested, facing being turned down 


Making a real choice: to take a job or not, which 
job; first commitment 


Fear of being tested for the first time under real 
conditions and not measuring up 


Reality shock—what the work is really like, doing 
the “dirty work” 


Forming a career strategy, how to make it—working 
hard, finding mentors, conforming to an organization, 
making a contribution 


This is real, what one is doing matters 


Feeling of success or failure—going uphill, either 
challenging or exhausting 


Decision to leave organization if outlook isn’t positive 
Feeling of being accepted fully by the organization, 
having made it—satisfaction of seeing “my project” 
Period of settling in or new ambitions based on 
self-assessment 


More feeling of security, relaxation, but danger of 
leveling off and stagnation 


Threat from younger, better trained, more energetic, 
and ambitious persons—“Am | too old for my job?” 


Thoughts of new possibilities and challenges— 
“What do | really want to do?” 


Working through mid-life crisis toward greater 
acceptance of oneself and others 


“Is it time to give up on my dreams? Should | settle 
for what | have?” 

Psychological preparation for retirement 
Deceleration in momentum 


Finding new sources of self-improvement off 
the job, new sources of job satisfaction through 
teaching others 


Learning to accept a reduced role and less 
responsibility 

Learning to live a less structured life 

New accommodations to family and community 


Source: Adapted from John Van Maanen and Edgar H. Schein, “Career Development,” in /mproving Life at Work, eds. J. Richard Hackman and J. Lloyd 
Suttle (Santa Monica, CA: Goodyear, 1977), pp. 55-57; and D. Levinson, The Seasons of a Man’s Life (New York: Ballantine Books, 1986). 
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guidance through direction, advice, criticism, and suggestions in an attempt to aid the 
employee’s growth.'> These individuals offer to assist certain junior employees by pro- 
viding a support system.'° This system, in part, is likened to the passing of the prover- 
bial baton—that is, the senior employee shares his or her experiences with the protégé, 
providing guidance on how to make it in the organization.'” Accordingly, in organiza- 
tions such as Wal-Mart that promote from within, employees who aspire to succeed 
must have the corporate support system in their favor.'® This support system, guided 
by a mentor, vouches for the candidate, answers for the candidate in the highest circles 
within the organization, makes appropriate introductions, and advises and guides the 
candidate on how to effectively move through the system.’ 

The technique of senior employees coaching individuals has the advantages of 
learning by doing and provides opportunities for high interaction and rapid feedback 
on performance. Unfortunately, its two strongest disadvantages are (1) tendencies to 
perpetuate the current styles and practices in the organization and (2) heavy reliance on 
the coach’s ability to be a good teacher. Just as we recognize that not all excellent Hall 
of Fame baseball players make outstanding baseball coaches, we cannot expect all excel- 
lent employees to be effective coaches. An individual can become an excellent performer 
without necessarily possessing the knack of creating a proper learning environment for 
others to do the same; thus, the effectiveness of this technique relies on the ability of the 
coach. Coaching of employees can occur at any level and can be most effective when the 
two individuals have no type of reporting relationship but share other similarities in 
their perspectives.”° In some cases, mentors are current co-workers”! or, in the case of 
some reverse mentoring programs, people external to the organization. In fact, co- 


worker mentoring has been found to be extremely effective in organizations—more so 
than the traditional mentoring relationship of an experienced employee providing 
guidance to a newer, younger employee.” 

Recall from Chapter 3 our discussion of the glass ceiling. A main reason for its exis- 
tence is that women previously had few role models at top levels in the organization 
who could help them maneuver through the system.”? There is no excuse for this situ- 
ation, but there may be some explanation. Mentors sometimes select their protégés on 


Making it in an organization takes a lot of 
hard work, being at the right place at the 
right time, and possibly a little luck. One 
way of helping bring each of these to 
fruition is to have a mentor. A mentor is a 
personal coach in the organization who 
assists the “next generation” of leaders 

in learning the organizational ropes. 
(Source: Creatas/Age Fotostock 

America, Inc.) 


the basis of seeing themselves, in their younger years, in the employee.”* Because men 
rarely can identify with younger women, many appeared unwilling to play the part of 
their mentor (see Ethical Issues in HRM). Of course, women have battled their way into 
the inner circle of organizational power with visible success. Additionally, organiza- 
tions are beginning to explore ways of advocating cross-gender mentoring. This 
revolves around identifying the problems associated with such an arrangement,”> 
deciding how to handle problems effectively, and providing organizational support.”° 


ETHICAL ISSUES IN HRM 


Mentoring Programs for Women and Minorities 


There have been many discussions recently regard- 
ing how more women and minorities can break 
through the glass ceiling. Data suggests these 
groups are underrepresented in the top echelons 
of organizations. Several reasons for this have 


best way at this time to help further advance these two groups. 
The prevalence of the glass ceiling dilemma attests to that. On 
the other hand, can a mentoring relationship be forced and regu- 
lated? The crux of these relationships is for an individual to be- 
come close to his or her protégé in an effort to further the career. 


been well documented. One centers on the issue of mentoring. 
Constantly changing workforce composition, employment 
legislation, and changing societal views of women and minorities 
in the workplace have increased mentoring relationships for this 
group. Organizations such as Citi Group, Allstate Insurance, 
General Mills, and Verizon Wireless have developed special men- 
toring programs for women and minorities, creating a sort of 
“jump start” to the relationship. In some respects, this may be the 


Won’t forcing two individuals together lead to a constrained re- 
lationship?7” Given the degree of potential conflict between the 
two, more harm than good for the protégé’s career may result. 
Should women and minorities receive special treatment in 
the mentoring relationship by having organizational policies dic- 
tating who will mentor and how? Should special guidelines en- 
sure that mentoring for women and minorities occurs? And what 
about the white male? Is he being left out? What do you think? 
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exploration period 

A career stage that usually ends in the 
mid-twenties as one makes the transi- 
tion from school to work. 


Exhibit 9-2 
Career Stages 


Individuals progress through five stages in 
a career, before reaching retirement. 
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Traditional Career Stages 


One traditional way to analyze and discuss careers is to consider them in stages or 
steps.” Progress from a beginning point through growth and decline phases to a ter- 
mination point is typical in one’s work life. Most of us begin to form our careers dur- 
ing our early school years. Our careers begin to wind down as we reach retirement age. 
We can identify five career stages typical for most adults, regardless of occupation: 
exploration, establishment, mid-career, late career, and decline. These stages are por- 
trayed in Exhibit 9-2. 

The age ranges for each stage in Exhibit 9-2 are intended only to show general 
guidelines. Although this model may seem overly simplistic, the key is to give pri- 
mary attention to the stages rather than the age categories. For instance, someone 
who makes a dramatic change in career to undertake a completely different line of 
work at age forty-five will have many of the same establishment-stage concerns as 
someone starting at age twenty-five. On the other hand, if the forty-five-year-old 
started working at twenty-five, he or she now has twenty years of experience, as well 
as interests and expectations that differ from those of a peer just starting a career at 
middle age. Of course, if the forty-five-year-old individual is a newly admitted col- 
lege student who starts college once her children have grown, she will have more in 
common-—regarding career stages—with the twenty-three-year-old sitting next to 
her than she will with the forty-five-year-old full professor teaching the class. So, 
don’t get hung up on the age generalizations in Exhibit 9-2. They are simply points 
of reference. 


Exploration 


We make many critical choices about our careers before we enter the workforce for pay. 
What we hear from our relatives, teachers, and friends; what we see on television, in the 
movies, or on the Internet helps us narrow our career choices, and leads us in certain 
directions. Certainly, family careers, interests, aspirations, and our financial resources 
are heavy factors in determining our perception of what careers are available or what 
schools, colleges, or universities we might consider. 

The exploration period ends for most of us as we make the transition from formal 
education programs to work. This stage has the least relevance to organizations 
because it occurs prior to employment. It is, of course, not irrelevant. During the explo- 
ration period we develop many expectations about our career, a number of them unre- 
alistic. Such expectations may lie dormant for years and then pop up later to frustrate 
both employee and employer. 

Successful career exploration strategies involve trying a lot of potential fields to see 
what you like or don’t like. College internships and cooperative education programs are 
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Traditional Career Stages 


excellent exploration tools to help you see your future co-workers firsthand and to do, 
day in and day out, a “real” job. Some successful internships will even lead to job offers. 
From a career stage perspective, any internship that helps you realize that you’re bored 
to death with the work is also a successful one. In the exploration stage, we form our 
attitudes toward work (doing homework, meeting deadlines, taking or avoiding short- 
cuts, attendance), and our dominant social relationship patterns (easygoing, domineer- 
ing, indifferent, likable, obnoxious). Therefore, exploration is important and necessary 
preparation for work. 


Establishment 


The establishment period begins with the search for work and includes accepting 
your first job, being accepted by your peers, learning the job, and gaining the first 
tangible evidence of success or failure in the real world. It begins with uncertainties 
and anxieties, and is indeed dominated by two problems: finding a niche and mak- 
ing your mark. 

Finding the right job takes time. In fact, you may know a thirty- 
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establishment period 
A career stage in which one begins to 
search for work and finds a first job. 


seven-year-old who has held a series of seemingly unrelated jobs (for When you establish your career, you are try- 


instance, after high school, clerk in a sporting goods store, three years; 
navy, six years; police dispatcher, four years; small business owner, three 
years; long-distance truck driver, now). This person has looked for a 
niche—or attempted to establish one—for nearly twenty years! Many people may not 
change jobs as frequently as the individual above, but your first real job probably won’t 
be with the company from which you retire. Thorough career exploration helps make 
this part of establishment an easier step. 

The second problem of the establishment stage, making your mark, is character- 
ized by making mistakes, learning from those mistakes, and assuming increased 
responsibilities. Individuals in this stage have yet to reach their peak productivity, 
though, and they rarely receive work assignments that carry great power or high status. 
As shown in Exhibit 9-2, this stage is experienced as “going uphill.” The career takes a 
lot of time and energy, and often engenders a sense of growth, of expectation, or antic- 
ipation, such as a hiker feels when approaching a crest, waiting to see what lies on the 
other side. And, just as a hiker “takes” a hill when she stands at the crest, the establish- 
ment stage has ended when you “arrive” (make your mark). Of course, at this time 
you're considered a seasoned veteran. 


Mid-Career 


Many people do not face their first severe career dilemmas until they reach the mid- 
career stage. Here, individuals may continue their prior improvements in performance, 
level off, or begin to deteriorate. Therefore, although remaining productive at work 
after you’re seasoned is a major challenge of this career stage, the pattern ceases to be 
as clear as it was for exploration and establishment. Some employees reach their early 
goals and go on to even greater heights. For instance, a worker who wants to be the 
vice president of HRM by the time he’s thirty-five to forty years old might want to be 
CEO by the time he’s fifty-five to sixty, if he has achieved the prior goal. Continued 
growth and high performance are not the only successful outcomes at this stage. 
Maintenance, or holding onto what you have, is another possible outcome of the 
mid-career stage. These employees are plateaued, not failed. Plateaued mid-career 
employees can be highly productive.”? They are technically competent—even though 
some may not be as ambitious and aggressive as the climbers. They may be satisfied 
to contribute a sufficient amount of time and energy to the organization to meet pro- 
duction commitments; they also may be easier to manage than someone who wants 
more. These employees are not deadwood but good, reliable employees and “solid 


ing to find your niche and make your mark. 


mid-career stage 

A career stage marked by continuous 
improvement in performance, level- 
ing off in performance, or beginning 
deterioration of performance. 


plateaued mid-career 
Stagnation in one’s current job. 
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late-career stage 

A career stage in which individuals are 
no longer learning about their jobs 
nor expected to outdo levels of per- 
formance from previous years. 


decline or late stage 
The final stage in one’s career, usually 
marked by retirement. 


Chapter 9 Managing Careers 


citizens.” An example would be the same HRM vice president who decides at forty- 
five to not go for the next promotion, but to enjoy other aspects of his life more— 
spending more time with his family and pursuing his hobbies—while still performing 
well on the job. 

The third option for mid-career deals with the employee whose performance 
begins to deteriorate. This stage for this kind of employee is characterized by loss of 
both interest and productivity at work. Organizations are often limited to relegating 
such individuals to less conspicuous jobs, reprimanding them, demoting them, or 
severing them from the organization altogether. The same HRM vice president 
could become less productive if, by forty-six, he realizes that he will never be CEO 
and tries to “wait it out” for thirteen years until he can take early retirement. Fortu- 
nately, some affected individuals can be reenergized by moving them to another 
position in the organization. This can boost their morale and their productivity. 


Late Career 


Those who continue to grow through the mid-career stage often experience the late- 
career stage as a pleasant time with the luxury of relaxing a bit and enjoy playing the 
part of the elder statesperson, resting on one’s laurels, and basking in the respect of less 
experienced employees. Late-career individuals frequently escape expectations of out- 
doing their previous performance. Their value to the organization typically lies heavily 
in their judgment, built up over many years and through varied experiences. They often 
teach others based on the knowledge they have gained. 

Those who have stagnated or deteriorated during the previous stage, on the other 
hand, often realize in the late career that they will not have an everlasting impact or 
change the world as they once thought. Employees who decline in mid-career may fear 
for their jobs. It is a time when individuals recognize that they have decreased work 
mobility and may be locked into their current job. One begins to look forward to retire- 
ment and opportunities for doing something different. Mere plateauing is no more 
negative than it was during mid-career. In fact, it is expected at late career. The market- 
ing vice president who didn’t make it to executive vice president might begin delegating 
more to her next in line. Life off the job is likely to carry far greater importance than it 
did in earlier years, as time and energy, once directed to work, are now being redirected 
to family, friends, and hobbies. 


Decline (Late Stage) 


The decline or late stage in one’s career is difficult for just about everyone, but iron- 
ically is probably hardest on those who have had continued successes in the earlier 
stages. After decades of continued achievements and high levels of performance, the 
time has come for retirement. These individuals step out of the limelight and relin- 
quish a major component of their identity. For those who have seen their perfor- 
mance decline over the years, it may be a pleasant time; the frustrations associated 
with work are left behind. For the plateaued, it is probably an easier transition to 
other life activities. 

Adjustments, of course, must be made, whether one is leaving a sparkling career or 
a hopeless job. The structure and regimentation that work provided is gone. Work 
responsibilities are generally fewer. It is a challenging stage for anyone to confront. 

However, as we live longer, healthier lives, coupled with laws removing age-related 
retirement requirements, sixty-two, sixty-five, or sixty-seven ceases to be a meaningful 
retirement age demand. Some individuals shift their emphasis to other work—either 
paid or volunteer. Often, the key element in this decision is financial security. Those 
who have adequate funds to maintain their lifestyles in retirement are more likely to 
engage in activities that they desire. Unfortunately, those less financially secure may be 
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Where Are the Jobs? 


Many individuals who are at the beginning of a 
career search often ask the obvious question: 
Where are the jobs? Many factors influence that 
answer including the economy, technology, and 
globalization. Although having a solid founda- 
tion of communications, technology, and people 
skills is critical, even these skills need to be focused on where the 
demand for jobs exists. 
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DID YOU KNOW? 


= Personal financial advisors 

= Makeup artists, theatrical and performance 

= Medical assistants 

m Veterinarians 

= Substance abuse and behavioral disorder counselors 


Occupations Showing the Biggest Declines through 2016 by 
the Bureau of Labor Statistics 


So in what fields are these jobs—and which ones are slowly E Stock clerks and order fillers 
and significantly declining? Let’s look at what the research is m Cashiers, except gaming 
telling us about specific jobs.” = Hand packers and packagers 

m File clerks 

Fastest Growing Occupations Projected through 2016 by = Farmers and ranchers 
the Bureau of Labor Statistics u Order clerks 
= Network systems and data communications = Sewing machine operators 
= Personal and home care aides m Electrical and electronic equipment assemblers 
= Home health aides = Cutting, punching, and press machine setters, operators, 
= Computer software engineers, applications and tenders, metal and plastic 
= Veterinary technologists and technicians = Telemarketers 


unable to retire when they want, or find that they have to seek gainful employment in 
some capacity to supplement their retirement income. 

Increasing numbers of workers are refusing to allow themselves to be phased out 
when they reach retirement age. Workers may choose to remain in the workforce indefi- 
nitely for a variety of reasons including income, keeping their company-sponsored 
health benefits, taking advantage of flexible work hours offered by their employers, or 
the desire to phase into retirement gradually. Many just enjoy the social aspects of work- 
ing or love their jobs and don’t want to retire.” Employers are recognizing the experi- 
ence and productivity that older workers bring. Companies like Borders actively recruit 
older workers, finding that their customer service is better and turnover is lower.’ 

So what does the future hold for job seekers? On the whole, the workforce is retir- 
ing and reprioritizing, becoming more technology-oriented and less dependent on agri- 
culture and manufacturing. 

If you’re a younger worker, it’s within your generational prerogative to shop 
around, switch jobs, and keep one eye on the environment and another eye on your 
aging parents. Management and leadership are the new hot commodities, so if you’re 
an aspiring businessperson, look for companies with corporate rotation programs or 
leadership programs for the most forward-looking career opportunities. $ 
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The best career choice offers the best match between what you want and what you need. 
Good career choice outcomes for any of us should produce a series of positions that Veterinary technologists and technicians 
give us an opportunity for good performance, make us want to maintain our commit- are among the fastest growing careers 
ment to the field, and give us high work satisfaction. A good career match, then, lets us through 2016 according to the Bureau of 
develop a positive self-concept and do work that we think is important™* Let’s look at Labor Statistics. (Source: iStockphoto) 
some of the existing research that can help you discover which careers may provide the 

best match for your skills. 
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Exhibit 9-3 
Holland’s General 
Occupational Themes 


These six types of work environments as 
explained by Holland help job seekers 
match their personality to a compatible 
profession. Many vocational preference 
tests are based on Holland's typology. 
Which look appealing to you? Which do 
you think best fits a career in human 
resource management? 


Holland vocational 
preferences model 

Represents an individual occupational 
personality as it relates to vocational 
themes. 


Realistic 


Conventional Investigative 


Enterprising 


Exhibit 9-4 

Structure of Holland's Themes 
The Holland occupational themes are 
arranged so that themes that reinforce 
each other are next to each other, and 
themes that are not compatible are 
opposite. 
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Realistic Rugged, robust, practical, prefer to deal with things rather than people; 
mechanical interests. Best job matches are Agriculture, Nature, Adventure, Military, 
Mechanical. 


Investigative Scientific, task-oriented, prefer abstract problems, prefer to think 
through problems rather than to act on them, not highly person-oriented, enjoy ambi- 
guity. Corresponding jobs are Science, Mathematics, Medical Science, Medical Service. 


Artistic Enjoy creative self-expression, dislike highly structured situations, sensitive, 
emotional, independent, original. Corresponding jobs are Music/Dramatics, Art, Writing. 


Social Concerned with the welfare of others, enjoy developing and teaching others, 
good in group settings, extroverted, cheerful, popular. Corresponding jobs are 
Teaching, Social Service, Athletics, Domestic Arts, Religious Activities. 


Enterprising Good facility with words, prefer selling or leading, energetic, 
extroverted, adventurous, enjoy persuasion. Corresponding jobs are Public Speaking, 
Law/Politics, Merchandising, Sales, Business Management. 


Conventional Prefer ordered, numerical work, enjoy large organizations, stable, 
dependable. Corresponding job is Office Practices. 


Source: Adapted from Making Vocational Choices, 2nd edition, Psychological Assessment Resources. 
Copyright 1973, 1985, 1992. All rights reserved. 


Holland Vocational Preferences 


One of the most widely used approaches to guide career choices is the Holland voca- 
tional preferences model.” This theory consists of three major components. First, 
Holland found that people have varying occupational preferences; we do not all like to 
do the same things. Second, his research demonstrates that if you do a job you think is 
important, you will be a more productive employee. Personality of workers may be 
matched to typical work environments where that can occur. Third, you will have more 
in common with people who have similar interest patterns and less in common with 
those who don’t. For instance, Karen hates her job; she thinks it is boring to waste her 
time packing and unpacking trucks on the shipping dock of a manufacturing firm 
and would rather be working with people in the recruiting area. Pat, on the other hand, 
enjoys the routine of her work; she likes the daily rhythm and the serenity of loading 
and unloading the warehouse. Karen and Pat feel differently about the same job. Why? 
Their interests, expressed as occupational interests, are not compatible. 

The Holland vocational preferences model identifies six vocational themes (realistic, 
investigative, artistic, social, enterprising, and conventional) presented in Exhibit 9-3. An 
individual’s occupational personality is expressed as some combination of high and low 
scores on these six themes. High scores indicate that you enjoy those kinds of activities. 
Although it is possible to score high or low on all six scales, most people are identified by 
three dominant scales. The six themes are arranged in the hexagonal structure shown in 
Exhibit 9-4. This scale model represents the fact that some of the themes are opposing, 
while others have mutually reinforcing characteristics. 

For instance, Realistic and Social are opposite each other in the diagram. A person 
with a realistic preference wants to work with things, not people. A person with a social 
preference wants to work with people, no matter what else they do. Therefore, they have 
opposing preferences about working alone or with others. Investigative and Enterprising 
are opposing themes, as are Artistic and Conventional preferences. 

An example of mutually reinforcing themes is the Social-Enterprising-Conventional 
(SEC) vocational preference structure. Sally, for example, likes working with people, being 
successful, and following ordered rules. That combination is perfect for someone willing 
to climb the ladder in a large bureaucracy. What about Bob? He’s Realistic-Investigative- 
Artistic, preferring solitary work to large groups, asking questions to answering them, 
and making his own rules instead of following someone else’s. How does Bob fit into a 
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large bureaucracy? Some may think his preferred actions label him as a troublemaker. He 
might fit better in a research lab—both the scientist preference and the research lab envi- 
ronment are characterized by lack of human interruptions and concentration on factual 
material. That’s consistent with the Realistic-Investigative-Artistic profile. 


The Schein Anchors 


Edgar Schein has identified anchors, or personal value clusters, that may be satisfied or 
frustrated by work. When the worker holds a particular combination of these personal 
value clusters (technical-functional competence, managerial competence, security- 
stability, creativity, and autonomy-independence) and the organization characteristically 
offers them, that person is “anchored” in that job, organization, or industry.°° 

Most people have two or three value clusters that are important to them. If an orga- 
nization satisfies two out of three, that is considered a stable match. For instance, Donny 
is a recent college graduate. He wants to use his human resources degree. His father was 
laid off when his organization downsized last year, and Donny never wants to deal with 
that type of uncertainty. Schein would describe Donny’s anchors as technical compe- 
tence and security-stability. His current job choices are marketing on a commission basis 
for a credit card company, or recruiting for an established and growth-oriented home 
health services firm. Which job should he take? Based on his combination of value clus- 
ters, the recruiting job currently appears to better match Donny’s preferences. 


The Myers-Briggs Typologies 


One of the more widely used methods of identifying personalities is the Myers-Briggs 
Type Indicator (MBTI®).* The MBTI uses four dimensions of personality to identify 
sixteen different personality types based on responses to an approximately one hundred- 
item questionnaire (see Exhibit 9-5). More than two and a half million individuals each 
year in the United States alone take the MBTI.” It’s used in such companies as Apple 
Computer, Honda, AT&T, Exxon, 3M, as well as many hospitals, educational institu- 
tions, and the U.S. armed forces. 

The sixteen personality types are based on the four dimensions noted in Exhibit 9-5. 
That is, the MBTI dimensions include extroversion versus introversion (EI), sensing 
versus intuitive (SN), thinking versus feeling (TF), and judging versus perceiving (JP). 
The EI dimension measures an individual’s orientation toward the inner world of ideas 
(I) or the external world of the environment (E). The sensing-intuitive dimension indi- 
cates an individual’s reliance on information gathered from the external world (S) or 
from the world of ideas (N). Thinking-feeling reflects one’s preference of evaluating 
information in an analytical manner (T) or on the basis of values and beliefs (F). The 
judging-perceiving index reflects an attitude toward the external world that is either 
task completion oriented (J) or information seeking (P).°* 

How could the MBTI help managers? Proponents of the instrument believe that 
it’s important to know these personality types because they influence the way people 
interact and solve problems. For example, if your boss is an intuitor and you are a sen- 
sor, you will each gather information in different ways. An intuitor prefers gut reac- 
tions, whereas a sensor prefers facts. To work well with your boss, you must present 
more than just facts about a situation; you must discuss how you feel. The MBTI has 
been used to help managers match employees with jobs. For instance, a marketing posi- 
tion that requires extensive interaction with outsiders would be best filled by someone 
who has extroverted tendencies. Also, MBTI has also been found useful in focusing on 
growth orientations for entrepreneurial types (see Workplace Issues).°? 


*The Myers-Briggs Type Indicator and MBTI are registered trademarks of Consulting Psychology 
Press, Inc. 


What vocational preferences might this 
surgeon have? According to Holland, this 
individual more than likely is investigative 
(scientific) with an artistic flare. Our 
preferences make certain careers appear 
more likely ones that we will enjoy, as 
well as be more productive in. 

(Source: Taxi/Getty Images, Inc.) 
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Exhibit 9-5 


Characteristics Frequently Associated with Myers-Briggs Types 
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The Myers-Briggs Type Indicator or MBTI is used in many organizations to determine how employees will interact and solve problems. 


Sensing Types S 


Thinking T 


Feeling F 


Feeling F 


Intuitive Types N 


Thinking T 


ISTJ Quiet, serious, 
dependable, practical, 


ISFJ Quiet, friendly, 
responsible, thorough, 


INFJ Seek meaning 
and connection in ideas. 


INTJ Have original 
minds and great drive 


>| matter-of-fact. Value considerate. Strive to Committed to firm for their ideas. Skeptical 
‘© | traditions and loyalty. create order and values. Organized and and independent, have 
E harmony. decisive in implementing high standards of 

v E vision. competence for self and 

D others. 

8 

2 A ISTP Tolerant and flexible. ISFP Quiet, friendly, INFP Idealistic, loyal to INTP Seek logical 

=] æ | Interested in cause and sensitive. Like own space. their values. Seek to explanations. Theoretical 
$ effect. Value efficiency. Dislike disagreements and understand people and and abstract over social 
K conflicts. help them fulfill their interactions. Skeptical, 
g potential. sometimes critical. 

Analytical. 

a ESTP Flexible and ESFP Outgoing, friendly. ENFP Enthusiastic, ENTP Quick, ingenious, 
o | tolerant. Focus on here Enjoy working with imaginative. Want a lot of stimulating. Adept at 
$ and now. Enjoy material others. Spontaneous. affirmation. Rely on verbal generating conceptual 

w| © | comforts. Learn best by Learn best by trying a fluency and ability to possibilities and analyzing 

9| a | doing. new skill with other improvise. them strategically. Bored 

g z people. by routine. 

() 

z ESTJ Practical, realistic, ESFJ Warmhearted, ENFJ Warm, responsive, ENTJ Frank, decisive, 

w| | matter-of-fact, decisive. cooperative. Want to be responsible. Attuned assumes leadership. Enjoy 
E Focus on getting efficient appreciated for who they to needs of others. long-term planning and 
Y | results. Forceful in are and for what they Sociable, facilitate others, goal setting. Forceful in 


implementing plans. 


contribute. 


provide inspirational 
leadership. 


presenting ideas. 


Source: Modified and reproduced by special permission of the publisher, Consulting Psychologists Press, Palo Alto, CA 94303 from Introduction to 
Type™, 6th edition by Isabel Briggs Myers. Copyright 1998 by Consulting Psychologists Press. All rights reserved. Further reproduction is prohibited 


without the publisher's written consent. Introduction to Type is a trademark of Consulting Psychologists Press, Inc. 


WORKPLACE ISSUES 


A Special Case of a Career: Entrepreneurship 


Think of someone who is an entrepreneur. Maybe 
it’s someone you know personally or someone 
you've read about such as Bill Gates of Microsoft, 
Oprah Winfrey of Harpo Productions, or Meg 
Whitman, former CEO of e-Bay. How would you 
describe this person’s personality? One of the more researched 
areas of entrepreneurship has been determining what, if any, 
psychological characteristics entrepreneurs have in common, 
what types of personality traits might distinguish them from 
nonentrepreneurs, and what traits among entrepreneurs might 
predict who will be successful. 

Is there a classic entrepreneurial personality? Although pin- 
pointing specific personality characteristics that all entrepre- 
neurs share is difficult, this hasn’t stopped entrepreneurship 
researchers from searching for common traits.” For instance 
most lists of common personality characteristics of entrepre- 


neurs include the following: high level of motivation, abun- 
dance of self-confidence, ability to be involved for the long term, 
high energy level, persistent problem solver, high degree of ini- 
tiative, ability to set goals, and moderate risk taker.*" 

A recent development in defining entrepreneurial personality 
characteristics was the proposed use of a proactive personality 
scale to predict an individual’s likelihood of pursuing entrepre- 
neurial ventures. Proactive personality describes individuals more 
prone to take actions to influence their environment.” Obviously, 
an entrepreneur is likely to exhibit proactivity as he or she 
searches for opportunities and acts to take advantage of those 
opportunities. Various items on the proactive personality scale 
appear to be good indicators of a person’s likelihood of becoming 
an entrepreneur. These include, for example, education and hav- 
ing an entrepreneurial parent. 


Enhancing Your Career 


Manage your reputation 


Network contacts 


SUCCESSFUL CAREER 


Build and maintain TIPS 


Keep current 


Balance your specialist 
and generalist competencies 


Document your 
achievements 


Keep your options 
open 


Enhancing Your Career 


Consider managing your career like an entrepreneur managing a small business. Think 
of yourself as self-employed, even if you work in a large organization. In a world of “free 
agency,” the successful career requires you to maintain flexibility and keep skills and 
knowledge up to date. The following suggestions are consistent with the view that you, 
and only you, hold primary responsibility for your career (see Exhibit 9-6). 


= Know yourself: Know your strengths and weaknesses. What talents can you bring 
to an employer? Personal career planning begins by being honest with yourself 
(see Learning an HRM Skill, p. 227). 

Manage your reputation. Without appearing as a braggart, let others both inside 
and outside your current organization know about your achievements. Make 
yourself and your accomplishments visible.” 

Build and maintain network contacts. In a world of high mobility, you need contacts. 
Join national and local professional associations, attend conferences, and net- 
work at social gatherings. As a student you may want to participate in an intern- 
ship. Organizations often want individuals who have some experience and who 
show some initiative. One way of demonstrating these attributes is through an 
internship. Many universities today not only offer internships as part of their 
curriculum, they require some type of job experience to fulfill their degree pre- 
requisites. Internships offer you a chance to see what the work is really like, to 
better understand an organization’s culture, and to see if you fit well into the 
organization. And although no guarantees are given, many organizations use 
internships as a means of developing their applicant pool—often extending job 
offers to outstanding interns. 

Keep current. Develop specific skills and abilities in high demand. Avoid learn- 
ing only organization-specific skills that don’t quickly transfer to other 
employers. 

Balance your specialist and generalist competencies. Stay current within your technical 
specialty, but also develop general competencies that give you the versatility to 
react to an ever-changing work environment. Overemphasis in a single func- 
tional area or even in a narrow industry can limit your mobility. 

Document your achievements. Employers are increasingly looking to what 
you’ve accomplished rather than the titles you’ve held. Seek jobs and assign- 
ments that provide increasing challenges and offer objective evidence of your 
competencies. 

Keep your options open. Always have contingency plans prepared that you can call 
on when needed. You never know when your group will be eliminated, your 
department downsized, your project canceled, or your company acquired in a 
takeover. “Hope for the best but be prepared for the worst” may be a cliché, but 
it’s still not bad advice.** 
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Exhibit 9-6 

Suggestions for Managing 

Your Career 

Careers are like any important activity in 
your life. They require preparation and 
monitoring. 


proactive personality 

Describing those individuals who are 
more prone to take actions to influ- 
ence their environment. 


Internships provide a wealth of experience 
for college students and give a taste of 
the world of work. This can be crucial 

in the transition from school to work. 
(Source: Kei Uesugi/Taxi/Getty Images, Inc.) 
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Summary 


(This summary relates to the Learning Outcomes identified on page 208.) 
After having read this chapter, you can 


1. 


Explain who is responsible for managing careers. The responsibility for man- 
aging a career belongs to the individual. The organization’s role is to provide assis- 
tance and information to the employee, but it is not responsible for growing an 
employee’s career. 

Describe the term career. A career is a sequence of positions occupied by a person 
during the course of a lifetime. 

Discuss the focus of careers for both organizations and individuals. Career 
development from an organizational standpoint involves tracking career paths 
and developing career ladders. From an individual perspective, career development 
focuses on assisting individuals in identifying their major career goals and in deter- 
mining how to achieve these goals. 

Describe how career development and employee development differ. The 
main distinction between career development and employee development lies in 
their time frames. Career development focuses on the long-range career effective- 
ness and success of organizational personnel. Employee development focuses more 
on immediate and intermediate time frames. 

Explain why career development is valuable to organizations. Career devel- 
opment is valuable to an organization because it (1) ensures needed talent will 
be available; (2) improves the organization’s ability to attract and retain high- 
talent employees; (3) ensures that minorities and women have opportunities for 
growth and development; (4) reduces employee frustration; (5) enhances cul- 
tural diversity; (6) assists in implementing quality; and (7) promotes organiza- 
tional goodwill. 

Identify the five traditional stages involved in a career. The five stages in a 
career are exploration, establishment, mid-career, late-career, and decline. 

List the Holland vocational preferences. The Holland vocational preferences are 
realistic, investigative, artistic, social, enterprising, and conventional. 

Describe the implications of personality typologies and jobs. Typology focuses 
on personality dimensions including extroversion-introversion; sensing-intuition; 
thinking-feeling; and judging-perceiving. These four pairs can be combined into 
sixteen different combination profiles. With this information, job personality 
traits can be matched to individual personality traits. 

Identify several suggestions that can help you manage your career more effec- 
tively. Some suggestions for managing your career include (1) know yourself, 
(2) manage your reputation, (3) build and maintain network contacts, (4) keep 
current, (5) balance your specialist and generalist competencies, (6) document 
your achievements, and (7) keep your options open. 


Demonstrating Comprehension 


QUESTIONS FOR REVIEW 


1. 
2. 


What is a career? 

Contrast employee development with career development. How are they alike? 
Different? 

How might a formal career development program be consistent with an organiza- 
tion’s affirmative action program? 

Contrast the external and internal dimensions of a career. Which do you believe is 
more relevant in determining an employee’s work behavior? 


Key Terms 


5. What are the five traditional career stages? Which of the five is probably least rele- 


vant to HRM? Defend your position. 


6. Identify the Holland vocational preferences and explain the importance of this 


model. 


7. What is a mentor and how do you go about finding one? 


Key Terms 


career 
decline or late 
stage 
establishment 
period 
exploration 


period 


external career 

Holland 
vocational 
preferences 
model 

late-career 
stage 


mentoring or proactive 
coaching personality 
mid-career 
stage 
plateaued 
mid-career 
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Linking Concepts to Practice DISCUSSION QUESTIONS 


1. Which career perspective is more relevant to HRM managers— 
the individual or the organizational? Defend your position. 

2. Do you think a person’s age and career stage evolve together? 
Why or why not? 

3. Which of the sixteen Myers-Briggs typologies do you believe 
are most consistent with the behaviors needed in (a) a sales 
position, (b) a computer programmer, and (c) an HRM 
recruiter? Support your selections. 

4. “Women and minorities require more career attention than 
do white males.” Do you agree or disagree with the statement? 
Why or why not? 


5. “Investments in career development do not provide an 
organization a viable return on its investment. It simply 
raises employee expectations, which, if not fulfilled, cause 
employees to leave. Accordingly, the organization has trained 
employees for its competitors.” Take a position in support 
of this statement, and one against it. 


Developing Diagnostic and Analytical Skills 


Case Application 9-A: A FUDGE CAREER 


Ann Fudge has built her career by breaking through the barriers that 
have frustrated women and minorities in gaining access to the top 
levels of management. Not only did she break the “glass ceiling” to 
work her way to head of a division at Kraft Foods, but as a woman of 
color, has headed one of the nation’s largest advertising and com- 
munication companies. 

After graduating from Simmons College with a bachelor’s degree 
in management and earning an MBA from Harvard, Ann Fudge 
embarked on a career with General Foods (which later became part of 
Kraft Foods) as a marketing assistant. Her early career efforts were 
met with tremendous success. Her performance excelled, propelled by 
a knack for developing successful marketing campaigns. As a brand 
manager, she was credited with rekindling the excitement behind 
Kool-Aid, Log Cabin Syrup, and Stove Top Stuffing. She did this while 
controlling costs and increasing product quality. For her efforts, 
senior managers at Kraft rewarded her with a promotion to head of 
the Beverages, Desserts and Post division of the company. This divi- 
sion had annual revenues in excess of $5 billion and accounted for 
more than 15 percent of the entire company’s revenues. 

After just a year into the job, Fudge stunned everyone. She 
announced that she was quitting. She was leaving her job—not to 
focus completely on raising her children or for a bigger challenge in 
another organization. Rather, she was quitting so she could spend 
time on herself. After more than twenty years of working incessantly 
and infrequently seeing her family, she had had enough. Fudge 
wanted to go cycling, enjoy her house, and sit on her front deck and 
read a book. She wanted to meditate, and to have a “normal” life of 
eating a home-cooked dinner with her husband. For two years she 


Case Application 9-B: FUNERAL FOR MY CAREER? 


“Reports of my death are greatly exaggerated” was Mark Twain’s 
response when he learned that his obituary had been printed in a 
New York newspaper. But it’s certainly understandable if mature 


did just that. After her self-imposed sabbatical, she decided to 
return to the world of work. 

In late 2003, Fudge was lured back to corporate America with 
an opportunity to take the helm of the advertising and communica- 
tion company Young and Rubicam. A company with revenues of 
about 40 percent of her previous job, she was taking over an organi- 
zation that was having serious problems. The past several years, 
under its previous leadership, the company was neglected. Executive 
greed was rampant. But more important, the organization was los- 
ing customers—so many that it had lost nearly two-thirds of its 
revenues. Fudge said she was excited by the challenge of turning 
around Y&R. She wanted to make a difference and build a company 
that worked with independent businesses in an effort to identify 
problems and implement workable solutions. 

Fudge left Young and Rubicam in late 2006 to increase her 
commitment to community involvement and become more involved 
in the nonprofit sector. Her current involvement includes the 
board of the Rockefeller Foundation and the Council on Foreign 
Relations. 


Questions: 


1. Describe what has happened in this case to Ann Fudge in 
terms of career stages. 

2. Do you believe that Fudge suffered a mid-life career crisis? 
Defend your position. 

3. What can organizations do to prevent talent like Ann Fudge 
from leaving their organizations? Explain. 


adults wonder if their career is dead after the loss of a job. That was 
certainly true of Robert Christensen of Johnston, Iowa.“ 


Learning an HRM Skill: Making a Career Choice 


Christensen began his career nearly forty years ago as a broad- 
caster at his family’s radio and cable television station. Arriving at 
work at 4 A.M. to prepare for the broadcast, Christensen worked the 
6 A.M. to 1 P.M. radio shift. After going off air, he spent the next 
several hours traveling around the town visiting potential clients, 
attempting to sell them advertising. And if long days weren’t 
enough, on Fridays and Saturdays he spent his time doing play-by- 
play announcing of high school sports. This rough schedule lasted 
for years until, after twenty-three years in the business, the family 
decided to sell the company. Too young to retire and needing some- 
thing to do, Christensen decided to move to Des Moines and start a 
new career—one in sales where he could use his experiences. He 
landed a job with Champion Company, the oldest funeral supply 
company in the United States. 

For nearly twenty years, Christensen excelled at his job. He sold 
embalming fluid and other funeral supplies to funeral homes. It 
was a hectic job, but one that he flourished in. As one of thirty-four 
sales representatives of the company, Christensen was always one of 
the company’s top sales executives. He had command of his prod- 
ucts, had built a wonderful relationship with his customers, and 
had everything under control in his southeast South Dakota and 
eastern Nebraska territory. But in 1999, his world began to change. 
Due to economic pressures and increased competition, Champion 
decided to downsize. They cut the sales staff from thirty-four to 
eight representatives. While Christensen was one of the lucky eight 
to remain, what followed was a nightmare. His territory expanded 
significantly, from his southeast Dakota and eastern Nebraska ter- 
ritory to one that included seven states. Here he was, nearing sixty 
years of age, driving some 60,000 miles a year. Yet as a dedicated 
employee and in the interest of serving his customers, Christensen 


didn’t complain—he simply kept doing his job as effectively as he 
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could. After all, he still had a good job—unlike twenty-six of his 
former peers. But that, too, changed in late 2002, when on a Friday 
evening, Christensen and the other sales executives received notice 
that their positions were being eliminated—the company had 
decided to cut costs further, all sales would be handled through tele- 
marketing. Needless to say, that’s not the kind of message anyone 
wants to get—let alone someone in the twilight of his or her career. 

Understandably upset, Christensen began pondering what 
to do. He knew he had excellent skills, but would a company hire a 
sixty-year-old employee? How did he start looking for a job? And 
whom should he contact? Using the services of a career counselor, 
Christensen realized that he had the answer readily available to 
him and that he should look deeply into his sphere of influence. 
He recalled countless conversations with the president of a client 
organization, Hamilton Funeral Home. The president enjoyed 
dealing with Christensen because he found him compassionate, 
caring, and skilled. He knew the funeral home business from all 
angles and had a wonderful way of dealing with people. It wasn’t 
long after the two had talked that Christensen started his new 
career at Hamilton as an advanced planning counselor—someone 
who works with families in making funeral arrangements for their 
loved ones. 


Questions: 


1. How can you prepare yourself for involuntary career changes 
like Robert Christensen encountered? 

2. Which career stage would you consider Christensen to be in 
when at sixty years of age, his position as a sales executive was 
eliminated? Why? 

3. What did Christensen do right and what did he do wrong in 
managing his career? 


Imagine that you enter the elevator on your way to an interview for 
an entry-level job at your first-choice company. Two other individu- 
als are also on the elevator. As you head to your floor, the elevator 
stalls, and it will be another twenty minutes before the mechanics 
can fix the elevator. You and the two other individuals begin to talk, 
introduce yourselves, and find that each of you is in the building for 
an interview. You decide to pose questions to one another. 

Take turns responding to the following questions, noting sim- 
ilarities and differences in your responses. 


= Who do you think is responsible for your career? 
m What are your plans to continue your education? 


= Why did you pick your chosen career? 

m What phase of your career development are you in? 

= How would you match what you want out of life and your 
career? Career goals? Job goals? 

m What are your skills, interests, work-related needs, and values? 

m What courses do you like best and least? Which are most 
challenging and most difficult? 

= Have you ever had a mentor? Share that experience. 


Learning an HRM Skill MAKING A CAREER CHOICE 


About the skill Career planning can assist you in becoming more 
knowledgeable of your needs, values, and personal goals through the 
following three-step, self-assessment process.*° 


1. Identify and organize your skills, interests, work-related needs, 
and values. The best place to begin is by drawing up a profile 
of your educational record. List each school attended from 
high school on. What courses do you remember liking most 
and least? In what courses did you score highest and lowest? 
In what extracurricular activities did you participate? Did 


you acquire any specific skills? Have you gained proficiency in 
other skills? Next, begin to assess your occupational experience. 
List each job you have held, the organization you worked for, 
your overall level of satisfaction, what you liked most and 
least about the job, and why you left. It’s important to be 
honest in covering each of these points. 

2. Convert this information into general career fields and specific 
job goals. By completing step 1, you should now have some 
insights into your interests and abilities. Now look at how 
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these can convert into organizational settings or fields of 
endeavor with which you will be a good match. Then become 
specific and identify distinct job goals. What fields are available? 
In business? In government? In nonprofit organizations? 
Break your answer down further into areas such as education, 
financial, manufacturing, social services, or health services. 
Identifying areas of interest is usually far easier than pinpointing 
specific occupations. When you identify a limited set of 
occupations that interest you, you can start to align these 
with your abilities and skills. Will certain jobs require you to 
move? If so, would this be compatible with your geographic 
preferences? Do you have the educational requirements 
necessary for the job? If not, what additional schooling will 
you need? Does the job offer the status and earning potential 


that you aspire to? What is the long-term outlook for jobs in 
this field? Does the career suffer from cyclical employment? 
No job is without its drawbacks—have you seriously considered 
all the negative aspects? When you have fully answered questions 
such as these, you should have a relatively short list of specific 
job goals. 

Test your career possibilities against the realities of the 
organization or the job market. The final step in this self- 
assessment process is testing your selection against the realities 
of the marketplace. Go out and talk with knowledgeable 
people in the fields, organizations, or jobs you desire. These 
informational interviews should provide reliable feedback as 
to the accuracy of your self-assessment and the opportunities 
in the fields and jobs that interest you. 


1. 


Prepare a presentation on how the current world economy 
has influenced your career decisions and preparation. Use 
presentation software with 3-5 slides to illustrate your major 
points. 

Using the material presented in the HRM Skills section, 
write a two- to three-page response to your skills, interests, 
work-related needs, and values. 

Visit your college career planning center and ask to take a 
career guidance survey, or find an online career guidance 


survey at a career site like CareerBuilder.com or Monster.com. 
After completing the survey, write up a two- to three-page 
analysis of the results you received. End the paper with some 
insight into what the survey indicated to you. 

Write a two- to three-page paper on “Where I want to be in ten 
years.” Describe how you intend to accomplish this and what 
you'll have to do to increase your chances of attaining this 


goal. 
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Chapter 10 


Establishing the 
Performance 
Management 
system 


Learning Outcomes 


After reading this chapter, you will be able to 


1 


O ON OD OP WN 


= 
(a) 


Identify the three purposes of performance management systems and whom they 
serve. 


Explain the six steps in the appraisal process. 

Discuss absolute standards in performance management systems. 

Describe relative standards in performance management systems. 

Discuss how management by objective (MBO) can be used as an appraisal method. 
Explain why performance appraisals might be distorted. 

Identify ways to make performance management systems more effective. 

Describe the term 360-degree appraisal. 

Explain the criteria for a successful performance appraisal meeting. 


Discuss how performance appraisals may differ in a global environment. 


f you worked at the San Diego 

Zoological Society prior to 2006, 

you might have thought you were 
doing a great job at either the San 
Diego Zoo or Wild Animal Park, but 
actually didn’t have a clue how man- 
agement thought you were doing. Per- 
formance appraisals were such a low 
priority; it wasn’t uncommon to wait 
several years, even decades between 
reviews. Employees and managers 
alike didn’t turn in paperwork neces- 
sary to complete the appraisal process 
and there was no consequence for 
ignoring the procedures. Different 
versions of a one-page form were used 
to evaluate employees ranging from 
world-renowned scientists to teenage 
foodservice workers. Managers were 
paid annual cost of living raises that 
were not linked to performance. 
Doesn’t sound like a recipe for 
success, does it? 

That all changed in 2006 when 
Director of Human Resources, 
Tim Mulligan, was given responsibility 
for developing processes to support 
the San Diego Zoological Society’s 
newly established strategic plan. Mul- 
ligan decided that appraisals needed 
to be tied to the new strategic plan, 
stating “It’s hard to insist on account- 
ability if there are no goals to hold 


1 
anyone to.” 


The Zoological Society 
decided that an effective appraisal sys- 
tem should be easy to use, link 
employee goals to the Zoological Soci- 
ety’s objectives, objectively measure 
performance and link it with compen- 
sation, keep appraisals on schedule, 
and allow employees to record their 


achievements on a year-round basis. 


They decided on a Web-based sys- 
tem that did all that and then some. In 
addition, it provided a “comment 
helper” that assisted managers in writ- 
ing relevant comments, automatically 
inserted the correct pronoun for the 
employee’s gender, and checked lan- 
guage for “sensitivity.” For example, 
the checker suggests replacing “old” 
with “overqualified.” Since the system 
is Web-based, managers are able to 
write appraisals at home or any place 
they can access the Internet. It does 
not, however, allow managers to e-mail 
appraisals to employees. Appraisals 
must be printed and reviewed in per- 
son, ensuring face-to-face discussion 


of the performance review. 


(Source: Ken Bohn/UPI/Landov) 


Did it work? Consider these 
results: the annual percentage of com- 
pleted appraisals went from 50 per- 
cent to 100 percent. Employees report 
being motivated to better perfor- 
mance when it is tied to compensa- 
tion. Managers report observing 
better employee motivation and 
morale. Employees like seeing 
managers being held accountable for 
customer and employee satisfaction. 
Mulligan also reports an unexpected 
benefit, “What I found is that it’s a 
recruiting tool.”” Prospective employ- 
ees like the idea of getting timely feed- 
back on their goals and objectives and 
being paid for performance. Now 


that’s a recipe for success! 
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Introduction 


Every year, most employees experience an evaluation of their past performance. This 
may be a five-minute informal discussion between employees and their supervisors or a 
more elaborate, several-week process involving many specific steps. Employees gener- 
ally see any such evaluations as having some direct effect on their work lives. They may 
lead to increased pay, a promotion, or assistance in personal development areas for 
which the employee needs some training. As a result, any evaluation of employees’ work 
can create an emotionally charged event. 

Because the performance evaluation is no longer a simple process, it is now more 
critical to perform one while simultaneously focusing on key job activities. For 
example, should an employee’s body language when interacting with other employ- 
ees and customers become part of the employee’s performance evaluation? Should 
how well a manager serves as a mentor to her employees be considered? Moreover, 
should a supervisor’s employees have input into their boss’s effectiveness at work? 
Should employee ability to perform tasks in a timely and accurate manner matter in 
an evaluation of their work? Questions like these cannot be overlooked. If we want 
to know how well our employees are doing, we must measure their performance—not 
necessarily an easy task. Many factors go into the performance evaluation process 
such as why we evaluate, who should benefit from the evaluation, what type of eval- 
uation we should use, and what problems we might encounter. This chapter seeks 
answers to these and several other important questions in the performance appraisal 
process. 

Before beginning this chapter, however, recognize that no performance appraisal 
system is perfect. We have good reasons for completing them properly, but sometimes 
that simply doesn’t happen, perhaps through poor appraisal training or obsolete mea- 
sures. It could also be the result of the dynamic environment in which employees work. 
That is, some jobs change so frequently that it’s almost impossible to properly define 
what an employee should do over the next twelve months. 

Regardless of potential problems, one can expect performance management sys- 
tems to survive in some format. Accordingly, understanding the foundations of perfor- 
mance management systems, the way appraisals might be constructed, as well as the 
potential problems that one may encounter, benefits anyone involved in contemporary 
organizations—and helps executives know precisely how well the organization is pro- 
gressing on meeting its strategic goals.? 


Performance Management Systems 


Performance management systems involve numerous activities, far 


Without proper two-way feedback about more than simply reviewing what an employee has done. These sys- 
an employee’s effort and its effect on tems must fulfill several purposes. Moreover, they are often con- 


performance, we run the risk of decreasing 


his or her motivation. 


strained by difficulties in how they operate. Let’s look at these two 
primary areas. 


Purposes of a Performance Management System 


Performance appraisals must convey to employees how well they have performed on 
established goals. It’s also desirable to have these goals and performance measures 
mutually set between the employee and the supervisor. Without proper two-way feed- 
back about an employee’s effort and its effect on performance, we run the risk of 
decreasing his or her motivation. However, equally important to feedback is the issue of 
development.* By development, we are referring to those areas in which an employee 
has a deficiency or weakness, or an area that simply could be improved through effort 
to enhance performance.” For example, suppose a college professor demonstrates 
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extensive knowledge in his or her field and conveys this knowledge to students in an 
adequate way. Although this individual’s performance may be satisfactory, his or her 
peers may indicate that some improvements could be made. In this case, then, develop- 
ment may include exposure to different teaching methods such as bringing into the 
classroom more experiential exercises, real-world applications, Internet applications, 
case analyses, and so forth. 

Finally comes the issue of documentation. A performance evaluation system 
would be incomplete if it did not include the legal aspects of employee performance. 
Recall in Chapter 3 the discussion about EEO and the need for job-related measures. 
Those job-related measures must be performance-supported when an HRM decision 
affects current employees. For instance, suppose a supervisor has decided to terminate 
an employee. Although the supervisor cites performance matters as the reason for the 
discharge, a review of this employee’s recent performance appraisals indicates that per- 
formance was evaluated as satisfactory for the past two review periods. Accordingly, 
unless this employee’s performance significantly decreased (and assuming that proper 
methods to correct the performance deficiency were performed), personnel records do 
not support the supervisor’s decision. This critique by HRM is absolutely critical to 
ensure that employees are treated fairly and that the organization is “protected.”® 
Additionally, in our discussion of sexual harassment in Chapter 3, we addressed the 
need for employees to keep copies of past performance appraisals. If retaliation such as 
termination or poor job assignments occurs for refusing a supervisor’s advances, exist- 
ing documentation can show that the personnel action was inappropriate (see Ethical 
Issues in HRM). 

Because documentation issues are prevalent in today’s organizations, HRM must 
ensure that the evaluation systems used support the legal needs of the organization. 
However, even though the performance appraisal process is geared to serve the organi- 
zation, we should also recognize two other important players in the process: employees 
and their appraisers. Through timely and accurate feedback and development we can 
better serve employees’ needs. In doing so, we may also be in a better position to show 
the effort-performance linkage. 

Next, we should keep in mind the needs of the appraiser. If feedback, development, 
and documentation are to function effectively, appraisers must have a performance sys- 
tem appropriate for their needs—a system that facilitates giving feedback and develop- 
ment information to employees, and one that allows for employee input. For example, 


documentation 
A record of performance appraisal 
process outcomes. 


ETHICAL ISSUES IN HRM 


The Inaccurate Performance Appraisal 


Most individuals recognize the importance of 
effective performance management systems in an 
organization. Not only are they necessary for pro- 
viding feedback to employees and for identifying 


personal development plans, they serve an impor- 


erately evaluates a favored employee higher than one he likes 
less, even though the latter is a better promotional candidate? 
Likewise, what if the supervisor avoids identifying areas of 
employee development for individuals, knowing that their 
likelihood of career advancement is stalemated without better 


tant legal purpose. Furthermore, organizations that fail to accu- 
rately manage employee performance often find themselves fac- 
ing difficult times in meeting their organizational goals. 

Most individuals would also agree that performance ap- 
praisals must meet Equal Employment Opportunity Act re- 
quirements. That is, they must be administered in such a way 
that they result in a fair and equitable treatment for the diver- 
sity that exists in the workplace. Undeniably, this is an ab- 
solute necessity.” But what about those gray areas—instances 
where an evaluation meets legal requirements but verges on a 
questionable practice?® For example, what if a manager delib- 


skills? 

Supporters of properly functioning performance appraisals 
point to two vital criteria that managers must bring to the 
process: sincerity and honesty. Yet no legislative regulations, 
such as EEO laws, enforce such ethical standards. Thus, they 
may be and frequently are missing from the evaluation process. 

Can an organization have an effective performance ap- 
praisal process without sincerity and honesty dominating the 
system? Can organizations develop an ethical evaluation 
process? Should we expect companies to spend training dollars 
to achieve this goal? What do you think? 
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DID YOU KNOW? 


Facts on Performance Evaluations 


Over the years there’s been a lot of information = About half of all organizations evaluate employees more 
presented about performance evaluations. This than once a year. 

ranges from the types of evaluations used to the = About a third of all organizations use some form of a forced 
implications of the evaluation itself. Here are some ranking of employees—comparing employees against one 
interesting facts that put performance assessments another. 

in perspective. = About 25 percent of all organizations use some form of elec- 


tronic, software-based evaluation system. 

= About three in four employees see a direct link between their 
performance evaluations and their compensation—although 
compensation discussions are separated from performance 
reviews. 

= Only one in five employees receives feedback from peers or 
customers in their performance evaluation process. 


= More than 90 percent of all U.S. organizations use some 
form of performance evaluations. 

= Once implemented, the evaluation system stays constant 
for about 4.5 years before any changes are made to the 
process. 

= Nearly three-fourths of all organizations evaluate nearly 
three-fourths of their employees each year. 


if appraisers are required to evaluate their employees using inappropriate performance 
measures, or to answer questions about employees that have little bearing on the job, 
the system may not provide the same benefits as one that avoids such negatives. Tailor- 
ing the evaluation process to the job analysis and the organization’s and employee’s 
goals is the difference between a satisfactory evaluation system and one that is an inte- 
gral part of the HRM process. 

To create the performance management system we desire, however, we must rec- 
ognize any difficulties in the process. We must look for ways to either overcome 
these difficulties or deal with them more effectively. Let’s turn our attention to these 
challenges. 


Difficulties in Performance Management Systems 


Three constituencies coexist in this process—employees, appraisers, and organiza- 
tions—and coordinating the needs of each may cause problems. By focusing on the dif- 
ficulties, we can begin to address them so as to reduce their overall consequence in the 
process. Let us address two primary categories of difficulties: (1) focus on the individ- 
ual and (2) focus on the process. 


Focus on the Individual Do you remember the last time you received a graded test 
from a professor and believed that something was marked incorrect that wasn’t 
wrong, or that your answer was too harshly penalized? How did you feel about that? 
Did you accept the score and leave it at that, or did you question the instructor? 
Whenever performance evaluations are administered (and tests are one form of per- 
formance evaluation), we run into the issue of people seeing eye-to-eye on the evaluation. 
Appraising individuals is probably one of the more difficult aspects of a supervisor’s 
job. Why? Because emotions are involved, and sometimes supervisors just don’t like to 
do appraisals. We may think we are performing in an outstanding fashion, but that 
may be our perception. And although a boss recognizes our work is good, it may not 
be considered outstanding. Accordingly, in evaluating performance, emotions may 
arise.!? And if these emotions are not dealt with properly (we’ll look at ways to 
enhance performance evaluations later in this chapter), they can lead to greater con- 
flict. What would happen if you confronted the professor in the previous example? 
Depending on the encounter, especially if it is aggressive, both of you may become 
defensive." And because of the conflict, nothing but ill feelings may arise. The same 
apples for appraisers. 


Performance Management and EEO 


A difference on performance outcomes may lead to emotions overcoming both par- 
ties, a poor way for evaluations to be handled. Accordingly, our first concern in the 
process is to remove the emotion difficulty from the process. When emotions stay calm 
in these meetings, employee satisfaction in the process may increase and may carry over 
into future job activities, where both the employee and supervisor have opportunities 
for ongoing feedback in an effort to fulfill job expectations. 


Focus on the Process Wherever performance evaluations are conducted, a particular 
structure must be followed. This structure exists to facilitate documentation that often 
allows for quantifiable evaluation. Additionally, HRM policies can dictate performance 
outcomes. For example, if a company ties performance evaluations to pay increases, 
consider the following potential difficulty: Sometime during the spring, the company’s 
managers develop budgets for their units—budgets dictated and approved by upper 
management. Now, in this budget for the next fiscal year, each manager’s salary budget 
increases by 3 percent. As the company enters the new fiscal year, the managers evaluate 
their employees. One employee in particular has done an outstanding job and is 
awarded a 6 percent raise. What does this do to the budget? To average 3 percent, some 
employees will receive less than the 3 percent salary increase. Consequently, company 
policies and procedures may present barriers to a properly functioning appraisal 
process.” 

Furthermore, to balance these numbers, an appraiser focuses on negative rather 
than positive work behaviors of some employees. This can lead to a tendency to 
search for problems, which can ultimately lead to an emotional encounter. We may 
also find from the appraiser’s perspective some uncertainty about how and what to 
measure, or how to deal with the employee in the evaluation process. Frequently, 
appraisers are poorly trained in how to evaluate an employee’s performance. This 
lack of training may lead appraisers to make judgment errors or permit biases to 
enter into the process. 

Because difficulties may arise, HRM should begin to develop the performance 
appraisal process so that maximum benefit can be achieved. This maximum benefit 
can translate into employee satisfaction with the process. 1? Such satisfaction is 
achieved by creating an understanding of the evaluation criteria used, permitting 
employee participation in the process, and allowing for development needs to be 
addressed.'* To begin doing so requires us to initially understand the appraisal 
process. 


Performance Management and EEO 


Performance management systems are an integral part of most organizations. Properly 
developed and implemented performance management processes can help an organi- 
zation achieve its goals by developing productive employees. The many types of perfor- 
mance management systems, each with advantages and disadvantages, require us to be 
aware of the legal implications that arise. 

EEO laws require organizations to have bias-free HRM practices. HRM perfor- 
mance management systems must be objective and job related. That is, they must be 
reliable and valid. Furthermore, under the Americans with Disabilities Act, perfor- 
mance management systems must also be able to measure “reasonable” performance 
success. Two factors assist in these matters: (1) the performance appraised must be con- 
ducted according to some established intervals, and (2) appraisers must be trained in 
the process. The reasons for this become crystal clear when you consider that any 
employee action, such as promotion or termination, must be based on valid data pre- 
scribed from the performance management documentation. These objective data often 
support the legitimacy of employee actions. 

Lers turn our attention now to a major component of the performance manage- 
ment system—the appraisal process. 


Having an effective performance 
management system in the organization 
can help reduce confrontations— 
emotional or otherwise. Everyone needs 
to recognize that emotions may run high 
during a performance feedback session. 
However, a properly designed system and 
effective implementation (including 
appraiser training and continuous 
feedback) will help avoid emotional 
outbursts like this. 

(Source: Altrendo Images/Getty 

Images, Inc.) 
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Exhibit 10-1 

The Appraisal Process 

The appraisal process evaluates employee 
performance by measuring progress 
toward goals. 
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The Appraisal Process 


Establish Performance Standards 


The appraisal process (Exhibit 10-1) begins with establishment of performance stan- 
dards in accordance with the organization’s strategic goals. These should evolve out of 
the company’s strategic direction—and, more specifically, the job analysis and the job 
description discussed in Chapter 5. These performance standards should also be clear 
and objective enough to be understood and measured. Too often, standards are artic- 
ulated in ambiguous phrases that tell us little, such as “a full day’s work” or “a good 
job.” What is a full day’s work or a good job? A supervisor’s expectations of employee 
work performance must be clear enough in her mind so that she will be able to, at 
some later date, communicate these expectations to her employees, mutually agree to 
specific job performance measures, and appraise their performance against these 
established standards. 


Communicate Expectations 


Once performance standards are established, it is necessary to communicate these 
expectations; employees should not have to guess what is expected of them. Too many 
jobs have vague performance standards, and the problem is compounded when these 
standards are set in isolation and without employee input. Communication is a two- 
way street: mere information transfer from supervisor to employee is not successful 
communication. 


Measure Actual Performance 


The third step in the appraisal process is performance measurement. To determine 
what actual performance is, we need information about it. We should be concerned 
with how we measure and what we measure. 

Four common sources of information frequently used by managers address how to 
measure actual performance: personal observation, statistical reports, oral reports, and 
written reports. Each has its strengths and weaknesses; however, a combination of them 
increases both the number of input sources and the probability of receiving reliable 
information. What we measure is probably more critical to the evaluation process than 
how we measure. Selecting the wrong criteria can produce serious, dysfunctional con- 
sequences. And what we measure determines, to a great extent, what people in the orga- 
nization will attempt to excel at. The criteria we measure must represent performance 
as it was mutually set in the first two steps of the appraisal process. 


1. Establish performance standards with employees. 


l 


2. Communicate expectations. 


Į 


3. Measure actual performance. 


J 


4. Compare actual performance with standards. 


ļ 


5. Discuss the appraisal with the employee. 


J 


6. If necessary, initiate corrective action. 
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Compare Actual Performance with Standards 


The fourth step in the appraisal process is the comparison of actual performance with 
standards. This step notes deviations between standard performance and actual perfor- 
mance. The performance appraisal form should include a list and explanation of the 
performance standards. It should also include an explanation of the different levels of 
performance and their degree of acceptability against the performance standard. This 
provides a valuable feedback tool as the manager moves on the next step, discussing the 
appraisal. 


Discuss the Appraisal with the Employee 


As we mentioned previously, one of the most challenging tasks facing appraisers is to 
present an accurate assessment to the employee. Appraising performance may touch on 
one of the most emotionally charged activities—evaluation of another individual’s con- 
tribution and ability. The impression that employees receive about their assessment has 
a strong impact on their self-esteem and, importantly, on their subsequent perfor- 
mance. Of course, conveying good news is considerably easier for both the appraiser 
and the employee than conveying bad news. In this context, the appraisal discussion 
can have negative as well as positive motivational consequences. 


Initiate Corrective Action if Necessary 


The final step in the appraisal is the identification of corrective action where necessary. 
Corrective action can be of two types: one is immediate and deals predominantly with 
symptoms, and the other is basic and delves into causes. Immediate corrective action is 
often described as “putting out fires,” whereas basic corrective action touches the 
source of deviation and seeks to adjust the difference permanently. Immediate action 
corrects problems such as mistakes in procedures and faulty training and gets the 
employee back on track right away. Basic corrective action asks how and why perfor- 
mance deviated from the expected performance standard and provides training or 
employee development activities to improve performance. In some instances, appraisers 
may rationalize that they lack time to take basic corrective action and therefore must be 
content to perpetually put out fires. Good supervisors recognize that taking a little 
time to analyze a problem today may prevent the problem from worsening tomorrow. 


Appraisal Methods 


The previous section described the appraisal process in general terms. In this section we 
will look at specific ways in which HRM can actually establish performance standards 
and devise instruments to measure and appraise an employee’s performance. Three 
approaches exist for doing appraisals: employees can be appraised against (1) absolute 
standards, (2) relative standards, or (3) outcomes. No one approach is always best; each 
has its strengths and weaknesses. !° 


Evaluating Absolute Standards 


Our first group of appraisal methods uses absolute standards. This means that 
employees are compared to a standard, and their evaluation is independent of any 
other employee in a work group. This process assesses employee job traits and/or 
behaviors.’” Included in this group are the following methods: the critical incident 
appraisal, the checklist, the graphic rating scale, forced choice, and behaviorally 
anchored rating scales. Let’s look at each of these, focusing on their strengths and 
weaknesses. 
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absolute standards 
Measuring an employee's performance 
against established standards. 
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Exhibit 10-2 

Sample Checklist Items for 
Appraising Customer Service 
Representative 

Checklists are completed by supervisors, 
but evaluated by HR staff. Items rated 
may have different weights. 


critical incident appraisal 

A performance evaluation that focuses 
on key behaviors that differentiates 
between doing a job effectively or 
ineffectively. 


checklist appraisal 

A performance evaluation in which a 
rater checks off applicable employee 
attributes. 


graphic rating scale 

A performance appraisal method that 
lists traits and a range of performance 
for each. 


How would you evaluate this employee 
using a graphic rating scale? This 
employee's supervisor would evaluate the 
employee based on how well she 
compared to an established standard of 
such traits/behaviors as quantity and 
quality of work, job knowledge, 
cooperation, loyalty, dependability, 
attendance, honesty, integrity, attitudes, 
and initiative. (Source: Eddie 
Seal/Bloomberg News/Landov) 
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. Are supervisor's orders usually followed? 

. Does the individual approach customers promptly? 

Does the individual suggest additional merchandise to customers? 
. Does the individual keep busy when not serving a customer? 

. Does the individual lose his or her temper in public? 

. Does the individual volunteer to help other employees? 


OAuRWN= 


Critical Incident Appraisal The critical incident appraisal focuses the rater’s 
attention on critical or key behaviors that make the difference between doing a job 
effectively and doing it ineffectively. The appraiser writes down anecdotes describing 
employee actions that were especially effective or ineffective. For example, a police 
sergeant might write the following critical incident about one of her officers: “Brought 
order to a volatile situation by calmly discussing options with an armed suspect during 
a hostage situation, which resulted in all hostages being released, and the suspect being 
apprehended without injury to any individual.” Note that with this approach to 
appraisal, specific behaviors are cited, not vaguely defined individual traits. A behavior- 
based appraisal such as this should be more valid than trait-based appraisals because it 
is clearly more job related. It is one thing to say that an employee is “aggressive,” “imag- 
inative,” or “relaxed,” but that does not tell us anything about how well the job is being 
done. Critical incidents, with their focus on behaviors, judge performance rather than 
personalities. 

The strength of the critical incident method is that it looks at behaviors. Addition- 
ally, a list of critical incidents on a given employee provides a rich set of examples from 
which employees can be shown which of their behaviors are desirable and which ones 
call for improvement. Its drawbacks are that (1) appraisers must regularly write these 
incidents down and doing this on a daily or weekly basis for all employees is time-con- 
suming and burdensome for supervisors; and (2) critical incidents suffer from the same 
comparison problem found in essays—they do not lend themselves easily to quantifica- 
tion. Comparison and ranking of employees may be difficult. 


Checklist Appraisal In the checklist appraisal, the evaluator uses a list of behav- 
ioral descriptions and checks off behaviors that apply to the employee. As Exhibit 10-2 
illustrates, the evaluator merely goes down the list and checks off “yes” or “no” to each 
question. 

Once the checklist is complete, it is usually evaluated by the HRM staff, not the 
appraiser completing the checklist. Therefore, the rater does not actually evaluate the 
employee’s performance; he or she merely records it. An HRM analyst scores the check- 
list, often weighting the factors in relationship to their importance to that specific job. 
The final evaluation can either be returned to the appraiser for discussion with the 
employee, or someone from HRM can provide the feedback. 

The checklist appraisal reduces some bias in the evaluation process because the 
rater and the scorer are different. However, the rater usually can pick up the positive 
and negative connections in each item—so bias can still be introduced. From a cost 
standpoint, too, this appraisal method may be inefficient and time-consuming if HRM 
must spend considerable time in developing individualized checklists of items for 
numerous job categories. 


Graphic Rating Scale Appraisal One of the oldest and most popular methods of 
appraisal is the graphic rating scale.'* An example of some rating scale items is shown 
in Exhibit 10-3. Rating scales can be used to assess factors such as quantity and quality 
of work, job knowledge, cooperation, loyalty, dependability, attendance, honesty, 
integrity, attitudes, and initiative. However, this method is most valid when abstract 
traits such as loyalty or integrity are avoided, unless they can be defined in more specific 
behavioral terms. "° 
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Exhibit 10-3 
Sample of Graphic Rating Scale Items and Format 


Graphic rating scales provide a list of job skills and a continuum for the rater to evaluate the employee's performance on each skill. Graphic rating scales 
are relatively easy to complete and attempt to provide objective feedback. 


Quality of work is the 


accuracy, skill, and Consistently Occasionally Consistently Sometimes Consistently 
completeness of work. unsatisfactory unsatisfactory satisfactory superior superior 
Quantity of work is the 

volume of work done in a Consistently Occasionally Consistently Sometimes Consistently 
normal workday. unsatisfactory unsatisfactory satisfactory superior superior 

Job knowledge is 

information pertinent to Poorly Occasionally Can answer Understands Has complete 
the job that an individual informed unsatisfactory most questions all phases of mastery of all 
should have for about work about the the job phases of the job 
satisfactory job duties job 

performance. 

Dependability is Oo 

following directions and Requires Requires Usually can Requires little Requires absolute 
company policies without constant occasional be counted on supervision minimum 
supervision. supervision follow-up supervision 


To use the graphic rating scale, the assessor goes down the list of factors and notes 
the point along the scale or continuum that best describes the employee. There are typ- 
ically five to ten points on the continuum. The challenge in designing the rating scale is 
to ensure that factors evaluated and scale points are clearly understood and are unam- 
biguous to the rater. Ambiguity can introduce bias. 

Why are rating scales popular? Although they do not provide the depth of infor- 
mation that essays or critical incidents do, they are less time-consuming to develop and 
administer. They also provide a quantitative analysis useful for comparison purposes. 
Furthermore, in contrast to the checklist, more generalization of items makes it possi- 
ble to compare individuals in diverse job categories. 


Forced-Choice Appraisal Have you ever completed one of those tests that presum- 
ably gives you insights into what kind of career you should pursue? A question might 
be, for example, “Would you rather go to a party with a group of friends or attend a lec- 
ture by a well-known political figure?” If so, then you are familiar with the forced-choice forced-choice appraisal 
format. The forced-choice appraisal is a type of checklist where the rater must A performance evaluation in which the 
choose between two or more statements. Each statement may be favorable or unfavor- rater must choose between two spe- 
able. The appraiser’s job is to identify which statement is most (or in some cases least) cific statements about an employee's 
descriptive of the individual being evaluated. For instance, students evaluating their work behavior. 
college instructor might have to choose between “(a) keeps up with the schedule identi- 
fied in the syllabus, (b) lectures with confidence, (c) keeps interest and attention of 
class, (d) demonstrates how concepts are practically applied in today’s organizations, or 
(e) allows students the opportunity to learn concepts on their own.” All the preceding 
statements could be favorable, but we really don’t know. As with the checklist method, 
to reduce bias, the right answers are unknown to the rater; someone in HRM scores the 
answers based on the answer key for the job being evaluated. This key should be validated 
so HRM is ina position to say that individuals with higher scores are better-performing 
employees. 
The major advantage of the forced-choice method is that because the appraiser 
does not know the “right” answers, it reduces bias and distortion.”° For example, the 
appraiser may like a certain employee and intentionally want to give him a favorable 
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behaviorally anchored rating 
scales (BARS) 

A performance appraisal technique 
that generates critical incidents and 
develops behavioral dimensions of 
performance. The evaluator appraises 
behaviors rather than traits. 


Exhibit 10-4 
Sample BARS for an Employee 
Relations Specialist 


This behaviorally anchored rating scale 
(BARS) evaluates how well an HR 
employee relations specialist can 

understand and interpret company 
policies by describing the levels of 
performance. Better performance earns 
higher point value. 
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evaluation, but this becomes difficult if one is not sure of the preferred response. On 
the negative side, appraisers tend to dislike this method; many do not like being forced 
to make distinctions between similar-sounding statements. Raters also may become 
frustrated with a system in which they do not know what represents a good or poor 
answer. Consequently, they may try to second-guess the scoring key to align the formal 
appraisal with their intuitive appraisal. 


Behaviorally Anchored Rating Scales An approach that has received considerable 
attention by academics in past years involves behaviorally anchored rating scales 
(BARS). These scales combine major elements from the critical incident and graphic 
rating scale approaches. The appraiser rates the employees based on items along a con- 
tinuum, but the points are examples of actual behavior on the given job rather than 
general descriptions or traits. The enthusiasm surrounding BARS grew from the belief 
that the use of specific behaviors, derived for each job, should produce relatively error- 
free and reliable ratings. Although this promise has not been fulfilled, it has been 
argued that this may be partly due to departures from careful methodology in develop- 
ing the specific scales rather than to inadequacies in the concept. BARS forms are time- 
consuming to develop correctly. 

Behaviorally anchored rating scales specify definite, observable, and measurable 
job behavior. Examples of job-related behavior and performance dimensions are gener- 
ated by asking participants to give specific illustrations of effective and ineffective 
behavior regarding each performance dimension; these behavioral examples are then 
translated into appropriate performance dimensions. Those sorted into the dimension 
for which they were generated are retained. The final group of behavior incidents are 
then numerically scaled to a level of performance each is perceived to represent. The 
identified incidents with high rater agreement on performance effectiveness are retained 
for use as anchors on the performance dimension. The results of these processes are 
behavioral descriptions such as anticipates, plans, executes, solves immediate problems, 


carries out orders, or handles emergency situations. Exhibit 10-4 is an example of a 
BARS form for an employee relations specialist’s scale. 


Position: Employee Relations Specialist 
Job Dimension: Ability to Absorb and Interpret Policies 


This employee relations specialist: 


9 mi Could be expected to serve as an information source concerning new and 
changed policies for others in the organization 


8 O Could be expected to be aware quickly of program changes and explain 
these to employees 

7 Could be expected to reconcile conflicting policies and procedures correctly 
to meet HRM goals 

6 Could be expected to recognize the need for additional information to 
gain a better understanding of policy changes 

5 Could be expected to complete various HRM forms correctly after receiving 


instruction on them 

4 m Could be expected to require some help and practice in mastering new 
policies and procedures 

3 O Could be expected to know that there is always a problem, but go down 
many blind alleys before realizing they are wrong 

2 O Could be expected to incorrectly interpret guidelines, creating problems for 
line managers 

1 O Could be expected to be unable to learn new procedures even after 
repeated explanations 


Source: Reprinted from Business Horizons (August 1976), copyright 1976 by the Foundation for the 
School of Business at Indiana University. Used with permission. 
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BARS research indicates that, although it is far from perfect, it does tend to reduce 
rating errors. Possibly its major advantage stems from the specific feedback that it com- 
municates.”! The process of developing behavioral scales is valuable for clarifying to 
both the employee and the rater which behaviors represent good performance and 
which don’t. Unfortunately, it, too, suffers from the distortions inherent in most rating 
methods.” These distortions will be discussed later in this chapter. 


Relative Standards Methods 


The second general category of appraisal methods compares individuals against other 
individuals. These methods are relative standards rather than absolute measuring 
devices. The most popular of the relative methods are group order ranking, individual 
ranking, and paired comparison (see Workplace Issues). 


Group Order Ranking Group order ranking requires the evaluator to place employ- 
ees into a particular classification, such as the “top 20 percent.” This method, for 
instance, is often used in recommending students to graduate schools. Evaluators are 
asked to rank the student in the top 5 percent, the next 5 percent, the next 15 percent, 
and so forth. But when used by appraisers to evaluate employees, raters deal with all 
employees in their area. So, for example, if a rater has twenty employees, only four can 
be in the top fifth; and, of course, four also must be relegated to the bottom fifth. 

The advantage of this group ordering is that it prevents raters from inflating their 
evaluations so everyone looks good or from forcing the evaluations so everyone is rated 
near the average—outcomes not unusual with the graphic rating scale. The main disad- 
vantages surface, however, when the number of employees compared is small. At the 
extreme, if the evaluator is looking at only four employees, all may be excellent, yet the 
evaluator may be forced to rank them into top quarter, second quarter, third quarter, 
and low quarter. Theoretically, as the sample size increases, the validity of relative scores 
as an accurate measure increases, but occasionally the technique is implemented with a 
small group, utilizing assumptions that apply to large groups. 

Another disadvantage, which plagues all relative measures, is the zero-sum game 
consideration. This means that any change must add up to zero. For example, if twelve 
employees in a department perform at different levels of effectiveness, by definition, 
three are in the top quarter, three are in the second quarter, and so forth. The sixth-best 
employee, for instance, would be in the second quartile. Ironically, if two of the workers 
in the third or fourth quartiles leave the department and are not replaced, then our 
sixth-best employee now falls into the third quarter. Because comparisons are relative, a 
mediocre employee may score high only because he or she is the “best of the worst.” In 
contrast, an excellent performer matched against “stiff” competition may be evaluated 
poorly, when in absolute terms his or her performance is outstanding. 


Individual Ranking The individual ranking method requires the evaluator merely 
to list employees in order from highest to lowest. In this process, only one employee can 
be rated “best.” If the evaluator must appraise thirty individuals, this method assumes 
that the difference between the first and second employee is the same as that between 
the twenty-first and the twenty-second. Even though some of these employees may be 
closely grouped, this method typically allows for no ties. In terms of advantages and dis- 
advantages, the individual ranking method carries the same pluses and minuses as 
group-order ranking. For example, individual ranking may be more manageable in a 
department of six employees than in one where a supervisor must evaluate the nineteen 
employees who report to her. 


Paired Comparison The paired comparison method selects one job trait, and then 
compares each employee in a group with the others. A score is obtained for each 
employee by simply counting the number of pairs in which the individual is superior 
at the job trait, ranking each individual in relationship to all others on a one-on-one 
basis as shown in Exhibit 10-5. If ten employees are evaluated, the first person is 
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relative standards 
Evaluating an employee's perfor- 
mance by comparing the employee 
with other employees. 


individual ranking 
Ranking employees’ performance from 
highest to lowest. 


paired comparison 

Ranking individuals’ performance by 
counting the times any one individual 
is the preferred member when com- 
pared with all other employees. 
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Forced Rankings: Are They Working? 


What if your human resource management pro- 
fessor was required to rank everyone in your class 
from the top performers to the bottom, and then 
fail the bottom 10 percent? Would that change 
your attitude toward the class? Would your per- 
formance improve? That’s the basic philosophy of forced rank- 
ing performance appraisal systems. 

Forced rankings are one of the most controversial trends in 
performance management systems in corporations. A poll by 
the Society of Human Resource Management reports that 
approximately 15 percent of firms use forced rankings, includ- 
ing General Electric, Hewlett-Packard, and Sun Microsystems.”* 
These organizations rank their employees from best to worst 
and then use such rankings to determine pay levels as well as in 
other HRM decisions. 

Why use this controversial rating strategy? The primary rea- 
son is that many executives became frustrated by managers who 
rated all their employees above average when in fact they weren’t. 
In addition, these executives wanted to create a system that 
would increase the organization’s competitiveness—one that 
would reward the very best performers and encourage poor per- 
formers to leave. So they turned to forced rankings or what has 
been called “rank and yank” by its critics. 

One of the better-known forced rankings systems is that of 
General Electric. Its program is called the 20-70-10 plan. Under 
this system of evaluation, GE executives force managers to 
review all professional employees and to identify their top 20 
percent, middle 70 percent, and bottom 10 percent. GE then 
does everything possible to keep and reward the top performers 
and fires all the bottom performers—the 10 percent. They do so 
to keep the company moving forward by continually raising the 
bar of successful performance. 
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WORKPLACE ISSUES 


Proponents of forced rankings see such actions as continu- 
ally improving an organization’s effectiveness and a means of 
improving the organization’s workforce. By doing so, the most 
deserving employees are rewarded most—both monetarily and 
with career advancement. They also see such systems as growing 
the best return on investment to shareholders. 

Critics, on the other hand, argue that these programs are 
harsh and arbitrary and create zero-sum games that discourage 
cooperation and teamwork. It often pits one employee against 
another and leads to higher rates of turnover. Accordingly, 
morale suffers, and there is often a great distrust of the organiza- 
tion’s leadership—which ultimately increases costs. Critics also 
say that these programs run counter to the belief held by many 
individuals that almost any worker is salvageable with proper 
guidance. Others have claimed that vague standards can result in 
discrimination. Capital One and Ford Motor Company settled 
class action suits by former employees who claimed that the 
forced rankings affected a disproportionate number of a particu- 
lar sex, age group, or race. Research by Dr. Steve Scullen at Drake 
University has found that while the forced ranking system ini- 
tially shows dramatic increases in performance, the performance 
benefits tend to decline over time. In 2006, Microsoft chose to 
revamp their appraisal system, discontinuing the practice of 
requiring managers to make forced performance rankings. 


Source: K. Holland, “Performance Reviews: Many Need Improvement” 
New York Times (September 10, 2006), p. 3. L. Rivenbark, “Forced Rank- 
ing,” HR Magazine (November 2005), p. 131; G. Johnson, “Forced Rank- 
ings: The Good, the Bad, and the Alternative,” Training (May 2004), 
pp. 24-30; “Why HR Professionals Are Worried About Forced Rank- 
ings,” HR Focus (October 2004), p. 8; “Performance Management Systems 
Are Quickly Becoming More Popular,” HR Focus (August 2003), p. 8; and 
D. Grote, “Forced Ranking,” Executive Excellence (July 2003), p. 6. 


compared, one by one, with each of the other nine, and the number of times this per- 
son is preferred in any of the nine pairs is tabulated. Each of the remaining nine per- 
sons, in turn, is compared in the same way, and a ranking is formed by the greatest 
number of preferred “victories.” This method ensures that each employee is compared 
against every other, but the method can become difficult when comparing large num- 


bers of employees. 


Exhibit 10-5 

Ranking Employees 

by Paired Comparison 

In the paired comparisons, five employees 
are being compared for their innovation 


and creativity on the job. The plus (+) Comparison 
means the employee being rated is better with: 
than the comparison employee, the minus Admir 
(~) means the employee being rated is Betty 
worse than the comparison employee. The Carmen 
employee receiving the most +s will be Dante 
the highest ranked employee. In this chart, Emilio 


Admir is ranked highest with the most +s. 


Admir 


Employee being rated 


Betty Carmen Dante Emilio 
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Using Achieved Outcomes to Evaluate Employees 


The third approach to appraisal makes use of achieved performance outcomes. 
Employees are evaluated on how well they accomplished a specific set of objectives 
determined as critical in the successful completion of their job. This approach may be 
referred to as goal setting but is more commonly referred to as management by objec- 
tives (MBO).”* Its appeal lies in its emphasis on converting overall objectives into spe- 
cific objectives for organizational units and individual members. 

MBO makes objectives operational by a process in which they cascade down 
through the organization. The organization’s overall objectives are translated into spe- 
cific objectives for each succeeding level—divisional, departmental, and individual—in 
the organization.” Because lower-unit managers participate in setting their own goals, 
MBO works from the bottom up as well as from the top down. The result is a hierarchy 
that links objectives at one level to those at the next level. For the individual employee, 
MBO provides specific personal performance objectives. Each person, therefore, has an 
identified specific contribution to make to his or her unit’s performance. If all the indi- 
viduals achieve their goals, the unit will meet its goals. Subsequently, the organization’s 
overall objectives will become a reality. 


Common Elements in MBO Programs Four ingredients are common to MBO pro- 
grams: specific goals, participative decision making, a specific time period, and perfor- 
mance feedback. Let’s briefly look at each of these. 


Specific Goals The objectives in MBO should be concise statements of expected 
accomplishments. It is not adequate, for example, merely to state a desire to cut 
costs, improve service, or increase quality.”° Such desires need to be converted into 
tangible objectives that can be measured and evaluated—for instance, to cut depart- 
mental costs by 8 percent, to improve service by ensuring that all insurance claims 
are processed within seventy-two hours of receipt, or to increase quality by keeping 
returns to less than 0.05 percent of sales. 

Participative Decision Making MBO objectives are not unilaterally set by the boss 
and assigned to employees, as is characteristic of traditional objective setting. 
Rather, MBO replaces imposed goals with participative goal setting. The manager 
and employee jointly choose the goals and agree on how they will be achieved. 

Specific Time Period Each objective has a concise time in which it is to be completed, 
typically, three months, six months, or a year. 

Performance Feedback The final ingredient in an MBO program is continuous feed- 
back on performance and goals. Ideally, ongoing feedback allows individuals to 
monitor and correct their own actions. This is supplemented by periodic formal 
appraisal meetings in which superiors and subordinates review progress toward 


goals that lead to further feedback. 


Does MBO Work? Assessing MBO effectiveness is a complex task. Let’s review a grow- 
ing body of literature on the relationship between goals and performance.” If factors 
such as a person’s ability and acceptance of goals are held constant, more challenging 
goals lead to higher performance. Although individuals with difficult goals achieve 
them far less often than those who have easy goals, they nevertheless perform at a con- 
sistently higher level. 

Moreover, studies consistently support the finding that specific, difficult goals, 
often referred to as “stretch goals,” produce higher output than no goals or generalized 
goals such as “do your best.” Feedback also favorably affects performance. Feedback lets 
a person know whether his or her effort is sufficient or needs to increase. It can induce 
a person to raise his or her goal level after attaining a previous goal and indicate ways to 
improve performance. 

The results cited here are all consistent with MBO’s emphasis on specific goals and 
feedback. MBO implies, rather than explicitly states, that goals must be perceived as 
feasible. Research on goal setting indicates that MBO is most effective if the goals are 
difficult enough to require some stretching. 
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management by 

objectives (MBO) 

A performance appraisal method that 
includes mutual objective setting and 
evaluation based on the attainment 
of the specific objectives. 
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MBO’s advantage lies in its result-oriented 


emphasis. 


Exhibit 10-6 
Factors That Distort Appraisals 


The appraisal process can be distorted by 
many factors, leaving the resulting 
appraisal meaningless. Evaluators need to 
be aware of the factors that can cause 
problems with the process and take care 
to eliminate their influence. 
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A major assumption of MBO performance systems is that employees will be more 
committed to higher performance standards if the employee participates in the setting 
of the performance standards to be evaluated. The partnership of manager and 
employee in setting clear goals at the start of the evaluation period is what sets the 
MBO process apart from other evaluation methods.” Studies of actual MBO programs 
confirm that MBO effectively increases employee performance and organizational pro- 
ductivity. One of the more critical components of this effectiveness is top 
management commitment to the MBO process. When top managers 
had a high commitment to MBO and were personally involved in its 
implementation, productivity gains were higher than if this commit- 
ment was lacking.” 


Factors That Can Distort Appraisals 


The performance appraisal process and techniques that we have suggested present sys- 
tems in which the evaluator is free from personal biases, prejudices, and idiosyncrasies. 
This is defended on the basis that objectivity minimizes potential arbitrary and dysfunc- 
tional behavior by the evaluator, which may adversely affect achievement of organiza- 
tional goals. Thus, our goal should be to use direct performance criteria where possible. 
It would be naive to assume, however, that all evaluators impartially interpret and 
standardize the criteria on which their employees will be appraised. This is particularly 
true of jobs for which developing performance standards can be difficult—if not impos- 
sible. These would include, but are certainly not limited to, such jobs as researcher, 
teacher, engineer, and consultant. In the place of such standards, we can expect apprais- 
ers to use nonperformance or subjective criteria against which to evaluate individuals.’ 
A completely error-free performance appraisal is only an ideal HRM professionals can 
aim for. In reality, most appraisals fall short, often through one or more actions that can 
significantly impede objective evaluation. We’ve briefly described them in Exhibit 10-6. 


Leniency Error 


Every evaluator has his or her own value system that acts as a standard against which 
appraisals are made. Relative to the true or actual performance an individual exhibits, 


Inappropriate 
substitutes 


Leniency 
error 


Inflationary 
pressures 


Distortions 


Central 
tendency 


Similarity 
error 


Factors That Can Distort Appraisals 


some evaluators mark high, while others mark low. The former is referred to as positive 
leniency error, and the latter as negative leniency error. When evaluators are positively 
lenient in their appraisal, an individual’s performance becomes overstated. In doing so, 
the performance is rated higher than it actually should be. Similarly, a negative leniency 
error understates performance, giving the individual a lower appraisal. 

If all individuals in an organization were appraised by the same person, there would 
be no problem. Any error factor would be applied equally to everyone.” The difficulty 
arises when we have different raters with different leniency errors. For example, assume 
a situation where Jones and Smith are performing the same job for different supervi- 
sors with absolutely identical job performance. If Jones’s supervisor tends to err toward 
positive leniency while Smith’s supervisor errs toward negative leniency, we might be 
confronted with two dramatically different evaluations. 


Halo Error 


The halo error or effect occurs when one is rated either extremely high or extremely 
low on all factors based on a rating of one or two factors. For example, if an employee 
tends to be conscientious and dependable, we might become biased toward that indi- 
vidual to the extent that we will rate him or her positively on many desirable attributes. 

People who design teaching appraisal forms for college students to fill out in eval- 
uating instructor effectiveness each semester must confront the halo effect. Students 
tend to rate a faculty member as outstanding on all criteria when they are particularly 
appreciative of a few things he or she does in the classroom. Similarly, a few bad habits— 
showing up late for lectures, being slow in returning papers, or assigning an extremely 
demanding reading requirement—might produce negative ratings across the board. 

One method frequently used to deal with the halo error is “reverse wording” evalu- 
ation questions so that a favorable answer for, say, question 17 might be 5 on a scale of 
1 through 5, and a favorable answer for question 18 might be 1 ona scale of 1 through 5. 
Structuring questions in this way seeks to reduce the halo error by requiring the evalu- 
ator to consider each question independently. Another method, where more than one 
person is evaluated, is to have the evaluator appraise all ratees on each performance 
standard before going on to the next performance standard. 


Similarity Error 


When evaluators rate other people in the same way that the evaluators perceive them- 
selves, they make a similarity error. That is, they project self-perceptions onto others. 
For example, the evaluator who perceives himself or herself as aggressive may evaluate 
others by looking for aggressiveness. Those who demonstrate this characteristic tend to 
benefit, and others who lack it may be penalized. 


Low Appraiser Motivation 


If the evaluator knows that a poor appraisal could significantly hurt the employee’s 
future—particularly opportunities for promotion or a salary increase—the evaluator 
may be reluctant to give a realistic appraisal. Evidence indicates that it is more difficult 
to obtain accurate appraisals when important rewards depend on the results. 


Central Tendency 


It is possible that regardless of who the appraiser evaluates and what traits are used, the 
pattern of evaluation remains the same. Sometimes the evaluator’s ability to appraise 
objectively and accurately has been impeded by a failure to use the extremes of the scale. 
When this happens, we call the action central tendency. Central tendency occurs when 
a rater refuses to use the two extremes (for instance, outstanding and unacceptable, 
respectively). Raters prone to the central tendency error continually rate all employees 
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leniency error 

Performance appraisal distortion 
caused by evaluating employees 
against one’s own value system. 


halo error 

The tendency to let our assessment of 
an individual on one trait influence 
our evaluation of that person on 
other specific traits. 


similarity error 

Evaluating employees based on the 
way an evaluator perceives himself or 
herself. 


central tendency 
The tendency of a rater to give aver- 
age ratings. 
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attribution theory 

A theory of performance evaluation 
based on the perception of who is in 
control of an employee's perfor- 
mance. 
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as average. For example, if a supervisor rates all employees as 3 on a scale of 1 to 5, no 
differentiation among the employees exists. Failure to rate deserving employees as 5 or 
as 1, as the case warrants it, will only create problems, especially if this information is 
used for pay increases. 


Inflationary Pressures 


A middle manager in a large Minnesota-based company could not understand why he 
had been passed over for promotion. He had seen his file and knew that his average rat- 
ing by his supervisor was 88. Given his knowledge that the appraisal system defined 
outstanding performance at 90 or above, good as 80 or above, average as 70 or above, 
and inadequate performance as anything below 70, he was at a loss to understand why 
he had not been promoted. The manager’s confusion was only somewhat resolved 
when he found out that the “average” rating for middle managers in his organization 
was 92. This example addresses a major potential problem in appraisals: inflationary 
pressures. This, in effect, is a specific case of low differentiation within the upper range 
of the rating choices. 

Inflationary pressures have always existed but appear to have increased as a prob- 
lem over the past three decades. As “equality” values have grown in importance in our 
society, as well as fear of retribution from disgruntled employees who fail to achieve 
excellent appraisals, evaluation has tended to be less rigorous, and negative repercus- 
sions from the evaluation have been reduced by generally inflating or upgrading 
appraisals. However, inflating these evaluations has put many organizations in a diffi- 
cult position when having to defend its personnel action in the case of discharging an 
employee. 


Inappropriate Substitutes for Performance 


It is the unusual job that has an absolutely clear performance definition and direct 
measures for appraising the incumbent. It is more often difficult to find consensus on 
what is “a good job,” and it is even more difficult to produce agreement on what crite- 
ria determine performance.*? Criteria for a salesperson are affected by factors such as 
economic conditions and actions of competitors—factors outside the salesperson’s 
control. As a result, the appraisal frequently uses substitutes for performance, criteria 
that are supposed to closely approximate performance and act in its place. Many of 
these substitutes are well chosen and give a good approximation of actual performance. 
However, the substitutes chosen are not always appropriate. It is not unusual, for exam- 
ple, to find organizations using criteria such as effort, enthusiasm, neatness, positive 
attitudes, conscientiousness, promptness, and congeniality as substitutes for perfor- 
mance. In some jobs, one or more of these criteria are part of performance. Obviously, 
enthusiasm does enhance teacher effectiveness; you are more likely to listen to and be 
motivated by an enthusiastic teacher than by one who is not; increased attentiveness 
and motivation typically lead to increased learning. But enthusiasm may in no way be 
relevant to effective performance for many accountants, watch repairers, or copy edi- 
tors. An appropriate substitute for performance in one job may be totally inappropriate 
in another. 


Attribution Theory 


Ina concept in management literature called attribution theory, employee evaluations 
are directly affected by a “supervisor’s perceptions of who is believed to be in control of 
the employee’s performance—the employer or the manager.”*? Attribution theory 
attempts to differentiate between elements the employee controls (internal) versus 
those the employee cannot control (external). For example, if an employee fails to finish 
a project he has had six months to complete, a supervisor may view this negatively if he 
or she believes that the employee did not manage either the project or his time well 
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(internal control). Conversely, if the project is delayed because top management 
requested a change in priorities, a supervisor may see the incomplete project in more 
positive terms (external control). 


One research study found support for two key generalizations regarding attribution:** 


m When appraisers attribute an employee’s poor performance to internal control, 
the judgment is harsher than when the same poor performance is attributed to 
external factors. 

m When an employee performs satisfactorily, appraisers will evaluate the 
employee more favorably if the performance is attributed to the employee’s 
own efforts than if the performance is attributed to outside forces. 


Attribution theory is interesting and sheds new light on rater effects on performance 
evaluations, but it requires continued study. It does provide much insight on why unbi- 
ased performance evaluations are important. An extension of attribution theory relates 
to impression management, which takes into account how the employee influences the 
relationship with his or her supervisor. For example, when an employee positively 
impresses his or her supervisor, there is a strong likelihood that the individual’s perfor- 


How would you rate the coaching 
: , : effectiveness of Tampa Rays baseball 
mance rating will be higher. manager Joe Maddon? If you evaluate 


him based on his team’s 2008 “worst to 


first” performance, or earning the Rays’ 
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MONTES/AI WIRE/Landov) 
The fact that evaluators frequently encounter problems with performance appraisals 


should not lead us to throw up our hands and abandon the concept. Managers can 
strive to make performance appraisals more effective. In this section, we offer sugges- 
tions to be considered individually or in combination as illustrated in Exhibit 10-7. 


Train appraisers 


+ 


Rate selectively 


+ 


Have multiple raters 


+ 


Provide ongoing feedback 


T Exhibit 10-7 
Toward a More Effective 
Combine absolute and relative standards Performance Management 
System 
+ A successful performance management 


system requires attention to many impor- 
Use behavior-based measures tant factors. 


248 Chapter 10 Establishing the Performance Management System 


Use Behavior-Based Measures 


As we have pointed out, the evidence favors behavior-based measures over those devel- 
oped around traits. Many traits often related to good performance may, in fact, have lit- 
tle or no performance relationship. Traits such as loyalty, initiative, courage, reliability, 
and self-expression are intuitively desirable in employees, but are individuals who rate 
high on those traits higher performers than those who rate low? Of course, we can’t 
definitively answer this question. We know employees sometimes rate high on these 
characteristics and are poor performers. Yet we can find others who are excellent per- 
formers but score poorly on traits such as these. Our conclusion is that traits like loyalty 
and initiative may be prized by appraisers, but no evidence supports the notion that cer- 
tain traits will be adequate synonyms for performance in a large cross-section of jobs. 

A second weakness in traits is the judgment itself. What is loyalty? When is an 
employee reliable? What you consider loyalty, others may not. So traits suffer from 
weak agreement between raters. Behavior-derived measures can deal with both of these 
objections. Because they deal with specific examples of performance—both good and 
bad—we avoid the problem of using inappropriate substitutes. Additionally, because we 
are evaluating specific behaviors, we increase the likelihood that two or more evaluators 
will see the same thing. You might consider a given employee as friendly, while we might 
perceive her as standoffish. But when asked to rate her in terms of specific behaviors, 
however, we might both agree that she “frequently says ‘Good morning’ to customers,” 
“willingly gives advice or assistance to co-workers,” and “always consolidates her cash 
drawer at the end of her work day.” 


Combine Absolute and Relative Standards 


A major drawback to individual or absolute standards is that they tend to be biased by 
positive leniency; that is, evaluators lean toward packing their subjects into the high 
part of the rankings. On the other hand, relative standards suffer when there is little 
actual variability among the subjects. The obvious solution is to consider using appraisal 
methods that combine both absolute and relative standards. For example, you might 


The “Anywhere” Performance Appraisal 


The place: A restaurant near you 

The time: Someday soon 

The situation: A sales manager and sales repre- 
sentative have been discussing the sales represen- 
tative’s annual performance review. They pull out 
their smart phones and access the company’s 


like the Apple iPhone and BlackBerry have the capability to run 
HR applications and several companies are developing new HR 
related applications that work on mobile devices. It isn’t easy. 
Screens are small, there’s lots of data to deliver, security is a con- 
cern, and making applications easy to use sometimes requires 
different versions for mobile devices and desktop computers. 


Web-based performance management system to take a look at 
the appraisal form and comments made by the sales manager. 
Since the review went very well, the sales manager references the 
talent management software package and explains to the sales 
person that his promotion to a sales management position has 
been approved. As dessert arrives, the sales manager accesses the 
company’s recruiting and staffing software on her smart phone 
and the two discuss which of the applicants recently recruited 
via Facebook should be interviewed to replace the sales rep. Last, 
they submit their expense reports on their phones with a click, 
and they’re on their way. 

Some of these functions are reality, some are in develop- 
ment, but all will be tools that managers will likely use in the 
future to perform most aspects of human resource planning, 
recruitment, orientation, training, and appraisal. Smart phones 


Many companies already use multiple mobile applications 
to increase communication and productivity. UPS has been 
using PDAs (Personal Digital Assistants) to evaluate drivers for 
several years. The PDAs allow managers to ride along with dri- 
vers and evaluate their performance in real time as they com- 
plete their deliveries. Evaluations are more accurate when the 
manager doesn’t have to make notes that must be written up 
when they return to the office.°> 

Employers are recognizing that Gen Y workers want the 
same access to technology at work that they have in their per- 
sonal life, and take a dim view of employers who insist on using 
technology that was developed before they were born. One soft- 
ware company has found that the biggest barrier to acceptance 
is HR executives who rose through the organization in the early 
days of cell phones and need a little convincing. 
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want to use the graphic rating scale and the individual ranking method. This dual 
method of appraisal, incidentally, has been instituted at some universities to deal with 
the problem of grade inflation. Students receive an absolute grade—A, B, C, D, or F—and 
next to it is a relative mark showing how this student ranked in the class. A prospective 
employer or graduate school admissions committee can draw considerably different 
conclusions about two students who each received a B in their international finance 
course when next to one’s grade it says “ranked 4th out of 33,” and next to the other’s 
grade, “ranked 17th out of 21.” Clearly, the latter instructor gave a lot more high grades. 


Provide Ongoing Feedback 


Several years back, a nationwide motel chain advertised, “The best surprise is no sur- 
prise.” This phrase clearly applies to performance appraisals. Employees like to know 
how they are doing. The annual review, where the appraiser shares the employees’ eval- 
uations with them, can become a problem, if only because appraisers put them off. This 
is more likely if the appraisal is negative, but the annual review is additionally trouble- 
some if the supervisor “saves up” performance-related information and unloads it dur- 
ing the appraisal review. This creates an extremely trying experience for both evaluator 
and employee. In such instances, the supervisor may attempt to avoid uncomfortable 
issues that the employee will likely deny or rationalize. 

The solution lies in the appraiser frequently discussing with the employee both 
expectations and disappointments. Providing the employee with repeated opportuni- 
ties to discuss performance before any reward or punishment consequences occur will 
eliminate surprises at the formal annual review. Ongoing feedback should keep the for- 
mal sitting-down step from being particularly traumatic for either party. Additionally, 
ongoing feedback is the critical element in an MBO system that actually works. 


Use Multiple Raters 


As the number of raters increases, the probability of attaining more accurate informa- 
tion increases.” If rater error follows a normal curve, an increase in the number of 
raters will find the majority clustering about the middle. If a person has had ten super- 
visors, nine of whom rated him or her excellent and one poor, then we must investigate 
what went into that one poor rating. Maybe this rater identified an area of weakness 
needing training or an area to be avoided in future job assignments.” Therefore, by 
moving employees about within the organization to add evaluations, we increase the 
probability of achieving more valid and reliable evaluations—as well as helping support 
needed changes. Of course, we assume that the process functions properly and bias- 
free!”? And lers not forget about the self-rating. Giving employees the opportunity to 
evaluate themselves and using that information as part of the evaluation process has 
been shown to increase employee satisfactions.*? 


Use Peer Evaluations Have you ever wondered why a professor asks you to evaluate 
one another’s contributions to a group or team project? The reasoning behind this 
action is that the professor cannot tell what every member did on the project, only the 
overall product quality. And at times, that may not be fair to everyone—especially if 
someone left most of the work up to the remaining group members. 

Similarly, supervisors find it difficult to evaluate their employees’ performance 
because they are not observing them every moment of the work day. Unfortunately, 
without this information, they may not be making an accurate assessment. And if their 
goal for the performance evaluation is to identify deficient areas and provide construc- 
tive feedback to their employees, they do these workers a disservice by not having suffi- 
cient data. One of the better means of gathering information is through peer evaluations. 
Peer evaluations are conducted by the employees’ co-workers—people explicitly familiar 
with the behaviors involved in their jobs. 

The main advantages of peer evaluation are (1) the tendency for co-workers to 
offer more constructive insight to each other so that, as a unit, each will improve; and 
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peer evaluation 

A performance assessment in which 
co-workers provide input into the 
employee's performance. 
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(2) recommendations tend to be more specific regarding job behaviors. Without speci- 
ficity, constructive measures may be hard to obtain. But caution is in order because these 
systems, if not handled properly, could lead to increases in halo effects, leniency errors, 
and fear among employees. Thus, along with training supervisors to properly appraise 


upward appraisal employee performance, so too must management train peers to evaluate one another. 
Employees provide frank and con- A slight deviation from peer assessments is a process called the upward appraisal, 
structive feedback to their supervisors. or the reverse review. Used in companies such as Pratt and Whitney, Dow Chemical, and 


AT&T, upward appraisals permit employees to offer frank and constructive feedback to 
their supervisors on such areas as leadership and communication skills. 


360-Degree Appraisals An appraisal device that seeks performance feedback from 


360-degree appraisals such sources as the person being rated, bosses, peers, team members, customers, and 
Performance evaluations in which suppliers has become popular in organizations." It’s called the 360-degree appraisal.*” 
supervisors, peers, employees, cus- It’s being used in approximately 90 percent of the Fortune 1,000 firms, which include 
tomers, and the like evaluate the Otis Elevator, DuPont, Nabisco, Pfizer, Exxon Mobil, Cook Children’s Health Care Sys- 
individual. tem, General Electric, UPS, and Nokia.** Traditional performance evaluations systems 


may be becoming archaic in today’s dynamic organizations.** Downsizing has given 
supervisors greater responsibility and more employees who report directly to them. 
Accordingly, in some instances it is almost impossible for supervisors to have extensive 
job knowledge of each of their employees. The growth of project teams and employee 
involvement in today’s companies places responsibility for evaluation at points at which 
people are better able to make an accurate assessment (see Workplace Issues).*° 

The 360-degree feedback process also has some positive benefits for development 
concerns.*° Many managers simply do not know how their employees view them and 
their work. For instance, the corporate comptroller for University Health Network in 
Toronto, Canada, was surprised to learn that the financial control system he strength- 
ened over the past year actually seemed too bureaucratic to one of his peers. The feed- 
back allowed the comptroller and peer to discuss the matter, resolve any tension 
between them, and enhance the internal control system now in place.*” 

Research studies into the effectiveness of 360-degree performance appraisals are 
generally reporting positive results from more accurate feedback, empowering employ- 
ees, reducing subjective factors in the evaluation process, and developing leadership in 
an organization. But 360-degree systems are not without problems if used improp- 
erly.*® They are difficult to develop and complex to analyze. Raters can “game the sys- 
tem” by artificially inflating or penalizing co-workers to help their own ratings. 
Anonymity of raters and rater training is necessary. 


WORKPLACE ISSUES 


Team Performance Appraisals 


Performance evaluation concepts have been receives can be evaluated in terms of the customer’s require- 

developed almost exclusively with individual ments. Transactions between teams can be evaluated based 

employees in mind. This reflects the historic on delivery and quality. And the process steps can be evalu- 

belief that individuals are the core building block ated based on waste and cycle time. 

on which organizations are built.’ But as we’ve 3. Measure both team and individual performance. Define 
witnessed, more contemporary organizations are restructuring the roles of each team member in terms of accomplish- 
themselves around teams. How should organizations using ments that support the team’s work process. Then assess 
teams evaluate performance? Four suggestions have been each member’s contributions and the team’s overall perfor- 
offered for designing an effective system that supports and mance. Remember that individual skills are necessary for 
improves team performance.*? team success but are insufficient for good team perfor- 

mance. 


1. Tie team results to organization goals. It’s important to find 
measures that apply to important goals the team should 
accomplish. 

2. Begin with the team’s customers and its work process to sat- 
isfy customers’ needs. The final product the customer 


4. Train the team to create its own measures. Having the team 
define its objectives and those of each member ensures 
everyone understands their role on the team and helps the 
team develop into a more cohesive unit. 


The Performance Appraisal Meeting 
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Rate Selectively 


Appraisers should rate only in those areas in which they have job knowledge. If raters 
make evaluations on only dimensions they are in a good position to rate, we can 
increase the inter-rater agreement and make the evaluation a more valid process. This 
approach also recognizes that different organizational levels often have different orien- 
tations toward ratees and observe them in different settings. In general, therefore, 
appraisers should be as close as possible to the organizational level of the individual 
evaluated. Conversely, the more levels separating the evaluator and employee, the less 
opportunity the evaluator has to observe the individual’s work behavior and, not sur- 
prisingly, the greater the possibility for inaccuracies. 

The specific application of these concepts makes immediate supervisors or co-workers 
the major input into the appraisal and lets them evaluate factors they are best qualified 
to judge. For example, when professors evaluate secretaries within a university, they 
often use such criteria as judgment, technical competence, and conscientiousness, 
whereas peers (other secretaries) evaluate, for example, job knowledge, organization, 
cooperation with co-workers, and responsibility." Such an approach appears both logi- 
cal and more reliable, because people appraise only those dimensions they are in a good 
position to judge. 


Train Appraisers 


Ifyou cannot find good raters, the alternative is to develop good raters. Evidence indi- 
cates that training appraisers can make them more accurate raters. Common errors 
such as halo and leniency can be minimized or eliminated when supervisors can prac- 
tice observing and rating behaviors in workshops. “Calibration” workshops demon- 
strate techniques for eliminating bias and help raters learn how to understand perfor- 
mance standards better. Why should management bother to train these individuals? 
Because as shown in Exhibit 10-8, a poor appraisal is worse than no appraisal at all; 
they can demoralize employees, decrease productivity, and create a legal liability for 
the company.” 


The Performance Appraisal Meeting 


All the time spent linking goals to jobs, developing assessment criteria, creating 
forms, observing employees, and completing the appraisal can be sabotaged if the 
appraisal is presented poorly to the employee. Too often employees are handed an 
appraisal in a sealed envelope and told to sign it and return it soon without a face- 
to-face discussion, or the appraisal meeting is rushed with no real opportunity for 
constructive feedback. The following steps can help you prepare for those important 
meetings. 
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Exhibit 10-8 
Ineffective Appraisals 


Too often, managers take shortcuts when 
explaining the performance appraisal 
process and the actual evaluation. 
(Source: © 2007 Scott Adams, Inc./ 
Distributed by United Feature Syndicate, 
Inc.) 
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E Prepare for and schedule the appraisal in advance. Before meeting with employ- 


ees, perform some preliminary activities. Review employee job descriptions, 
period goals that may have been set, and any performance data on employees you 
may have. Note any comments or suggestions on last year’s appraisal. The 
employee will most certainly remember them and expect you to comment on any 
efforts to improve any deficiency you mentioned last year. Furthermore, you 
should schedule the appraisal well in advance to give employees the opportunity 
to prepare their own data for the meeting. 

Explain the purpose of the meeting in advance and create a supportive environ- 
ment to put employees at ease. Performance appraisals conjure up several emo- 
tions, most especially anxiety. Make every effort to keep employees comfortable 
during the meeting, so that they are receptive to constructive feedback. Make 
sure your nonverbal communication is nonthreatening. 

Describe the purpose of the appraisal to employees. Make sure employees know 
precisely how the appraisal will be used. Will it have implications for pay 
increases, or other personnel decisions? If so, make sure employees understand 
exactly how the appraisal process works and its consequences. 

Involve the employee in the appraisal discussion, including a self-evaluation. 
Performance appraisals should not be a one-way communication event. 
Although as supervisor, you may believe that you have to talk more in the meet- 
ing, that needn’t be the case. Instead, employees should have ample 
opportunity to discuss their performance, raise questions about the appraisal, 
and add their own data/perceptions about their work.” One means of ensuring 
two-way communication is to have employees conduct a self-evaluation prior to 
the meeting. You should actively listen to their assessment. This involvement 
helps to create an environment of participation. 

Focus discussion on work behaviors, not on the employee. One way of creat- 
ing emotional difficulties is to verbally attack the employee. Therefore, you 
should narrow your discussion to the behaviors you've observed. Telling an 
employee, for instance, that his report stinks does not point out the specific 
problem you had with his performance. Indicating that you believe he didn’t 
devote enough time to proofreading the report describes the behavior that is 
problematic to you. 

Support your evaluation with examples. Specific performance behaviors help 
clarify to employees the issues you raise. Rather than saying something wasn’t 
good (subjective evaluation), you should be as specific as possible in your expla- 
nations. So, for the employee who failed to proof the work, describing that the 
report had five grammatical mistakes in the first two pages alone would be a 
specific example. 

Give both positive and negative feedback. Performance appraisals needn’t be 
completely negative. Despite the perception that this process focuses on the 
negative, it should also be used to compliment and recognize good work. Posi- 
tive, as well as negative, feedback helps employees gain a better understanding 
of their performance. For example, although the report was not up to the qual- 
ity you expected, the employee did do the work and completed the report in a 
timely fashion. That behavior deserves some positive reinforcement. 

Ensure that employees understand what was discussed in the appraisal. At the 
end of the appraisal, especially where some improvement is warranted, you 
should ask employees to summarize what you discussed in the meeting. This 
will help to ensure that you have gotten your information across and the 
employee understands the appraisal and the reason for the evaluation. 
Generate a development plan. Most of the performance appraisal revolves 
around feedback and documentation, but it needs another component. Where 
development efforts are encouraged, a plan should be developed to describe 
what is to be done, when it should be completed, and what you, the supervisor, 
will commit to aid in the improvement/enhancement effort. 


International Performance Appraisal 


International Performance Appraisal 


Evaluating employee performance in international environments brings other factors 
into play. For instance, cultural differences between the parent country and the host 
country must be considered. Cultural differences between the United States and 
England are not as great as those between the United States and China, for example. 
Thus, hostility or friendliness of the cultural environment in which one manages 


should be considered when appraising employee performance.°° 


Who Performs the Evaluation? 


Companies must also consider who will be responsible for the evaluations: the host- 
country management or the parent-country management. Although local managers 
would generally be considered a more accurate gauge, they typically evaluate expatriates 
from their own cultural perspectives and expectations, which may not reflect those of 
the parent country. For example, a participatory style of management is acceptable in 
some countries, and in others hierarchical values make it a disgrace to ask employees 
for ideas. This could vastly alter a supervisor’s performance appraisal. 

Confusion may arise from the use of parent-country evaluation forms if they are 
misunderstood, either because the form has been improperly translated or not trans- 
lated at all, or because the evaluator is uncertain what a particular question means. The 
home-office management, on the other hand, may be so remote that it may not be fully 
informed about what is going on in an overseas office. Home-office managements 
often measure performance by quantitative indices, such as profits, market shares, or 
gross sales. However, “simple” numbers are often quite complex in their calculations, 
and data are not always comparable. 

For example, if a company has many operations in South America, it must be aware of 
the accounting practices in each country. Peru, for instance, counts sales on consignment 
as firm sales, and Brazil does not, effectively inflating the sales figures from Peru when 
compared to those of Brazil. Local import tariffs can also distort pricing schedules, which 
alter gross sales figures, another often-compared statistic. Even when the measurements 
are comparable, the comparison country will have an effect. For example, factory produc- 
tivity levels in Mexico may be below those of similar plants in the United States, but Amer- 
ican-owned plant productivity in Mexico may be above that of similar Mexican-owned 
plants. Depending on where the supervisor’s results are compared, different outcomes 
may occur. Such issues complicate parent-country management performance evaluations 
by numerical criteria or indices—and can add to the emotional levels in appraisals. 


Evaluation Formats 


Other issues surround the question of selecting the best format to use in performance 
appraisals. If there is an overseas operation that includes both parent-country nationals 
(PCNs) and host-country nationals (HCNs), management must determine if they will 
use the same forms for all employees. Employees in countries with “collectivist” cul- 
tures (Japan, China, Vietnam) that value the group more strongly than the individual 
will probably not react well to performance appraisal systems that evaluate the individ- 
ual, raising suspicion and mistrust within the group. Evaluation of the work group or 
division may be a better choice. Employees in countries with “individualist” cultures 
(Australia, France, Italy) will react much better to individual evaluations, but may not 
see much direct connection to a group performance appraisal. 

The evaluation form presents other problems. If there is a universal form for the 
entire corporation, an organization must determine how it will be translated accurately 
into the native language of each country. English forms may not be readily understood 
by local supervisors. For example, clerical and office jobs do not always have identical 
requirements in all cultures. As a result, some U.S. multinationals may be hesitant 
about evaluating HCNs and third-country nationals (TCNs). 
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Are the performance evaluations 
conducted on Home Depot employees in 
Mexico different from those conducted 
on employees in the United States? Logic 
tells us that evaluations, to be effective, 
must be adapted to the country in which 
employees operate.(Source: Tim 
Boyle/Getty Images) 
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DID YOU KNOW? 


Performance Metrics in China 


As you read through the discussion of perfor- similarities among all developed nations, but there are also some 
mance appraisal materials in this chapter, you dramatic differences. To give you some perspective of this differ- 
might be wondering if the methods and means of ence, let’s look at how U.S. executives and Chinese executives are 
appraising employees in North America are simi- evaluated. Although the process may be similar, what’s different 
lar to those practiced around the globe. There are is what is measured. 


U.S. Executive Evaluation Focus | Chinese Executive Evaluation Focus 

Ability to Do Job Industriousness (Determination) 

Technical Ability Diligence 

Management Skills Positive Attitude 

Cultural Empathy Compliance with Rules 

Adaptability and Flexibility 

Creativity 

What do these differences tell us? They indicate what’s the box for a solution. That same behavior in China is not 

important to be successful—and if a North American execu- rewarded, as conformance and compliance with the rules is 
tive is sent to China (or vice versa), how that individual is the expectation. 
measured will be different. Accordingly, the expatriate must 
understand the culture in which he or she will work and Source: J. Shen, “International Performance Appraisals: Policies, Practices 
adjust work attributes accordingly. For instance, in the and Determinants in the Case of Chinese Multinational Companies,” Inter- 


United States an executive can be creative and think outside national Journal of Manpower Vol. 25, No. 6 (2004), pp. 547-556. 


Summary 


(This summary relates to the Learning Outcomes identified on page 230.) After having 
read this chapter, you can 


1. Identify the three purposes of performance management systems and whom 
they serve. The three purposes of performance management systems are feedback, 
development, and documentation. They are designed to support employees, apprais- 
ers, and organizations. 

2. Explain the six steps in the appraisal process. The six-step appraisal process is to 
(1) establish performance standards with employees, (2) set measurable goals 
(manager and employee), (3) measure actual performance, (4) compare actual per- 
formance with standards, (5) discuss the appraisal with the employee, and (6) if 
necessary, initiate corrective action. 

3. Discuss absolute standards in performance management systems. Absolute 
standards refer to a method in performance management systems whereby 
employees are measured against company-set performance requirements. Absolute 
standard evaluation methods involve the essay appraisal, the critical incident 
approach, the checklist rating, the graphic rating scale, the forced-choice inventory, 
and the behaviorally anchored rating scale (BARS). 

4. Describe relative standards in performance management systems. Relative 
standards refer to a method in performance management systems whereby an 
employee’s performance is compared with that of other employees. Relative stan- 
dard evaluation methods include group-order ranking, individual ranking, and 
paired comparisons. 

5. Discuss how MBO can be an appraisal method. MBO becomes an appraisal 
method by establishing a specific set of objectives for an employee to achieve and 
reviewing performance based on how well those objectives have been met. 


Key Terms 


6. 


10. 


Explain why performance appraisals might be distorted. Performance 
appraisal might be distorted for several reasons, including leniency error, halo 
error, similarity error, central tendency, low appraiser motivation, inflationary 
pressures, and inappropriate substitutes for performance. 

Identify ways to make performance management systems more effective. 
More effective appraisals can be achieved with behavior-based measures, combined 
absolute and relative ratings, ongoing feedback, multiple raters, selective rating, 
trained appraisers, peer assessment, and rewards to accurate appraisers. 

Describe the term 360-degree appraisal. In 360-degree performance appraisals, 
evaluations are made by oneself, supervisors, employees, team members, customers, 
suppliers, and the like. In doing so, a complete picture of one’s performance can be 
assessed. 

Explain the criteria for a successful performance appraisal meeting. Perfor- 
mance appraisal meetings require manager preparation, a supportive environment, 
clear purpose, employee involvement, focus on work behaviors, specific work exam- 
ples, positive and negative feedback, employee understanding, and an employee 
development plan. 

Discuss how performance appraisals may differ in a global environment. Per- 
formance management systems used away from the home country may differ in 
who performs the evaluation and the format used. Cultural difference may dictate 
that changes in the U.S. performance management system are needed. 


Demonstrating Comprehension 


QUESTIONS FOR REVIEW 


1. 


oN 


List three purposes for performance appraisals and explain who benefits from 
them. 

Describe the appraisal process. How should it work? 

Contrast the advantages and disadvantages of (1) absolute standards and (2) rela- 
tive standards. 

What is BARS? Why might BARS be better than trait-oriented measures? 

Describe MBO, its advantages and disadvantages. 

What are some major factors that distort performance appraisals? 

How should performance appraisals change when teams, rather than individuals, 
are evaluated? 

What is a 360-degree feedback process? How valid do you believe it to be? 

Identify ways to make performance evaluations more effective. Do you believe one 
of your suggestions is of higher priority than the others? Explain. 


10. How does the global nature of business affect performance management systems? 
Key Terms 
absolute checklist halo error peer evaluation 
standards appraisal individual relative 
attribution critical incident ranking standards 
theory appraisal leniency error similarity 
behaviorally documentation management error 
anchored forced-choice by objectives upward 
rating scales appraisal (MBO) appraisal 
(BARS) graphic rating paired 360-degree 
central tendency scale comparison appraisals 
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Linking Concepts to Practice DISCUSSION QUESTIONS 


1. “Performance appraisal should be multifaceted. Supervisors 
should evaluate their employees, and employees should be 
able to evaluate their supervisors. And customers should eval- 
uate them all.” Do you agree or disagree with this statement? 
Discuss. 

2. “The higher the position an employee occupies in an organi- 
zation, the easier it is to appraise his or her performance 
objectively.” Do you agree or disagree with this statement? 
Why? 


3. “Using an invalid performance evaluation instrument is a waste 
of time.” Do you agree or disagree with this statement? Discuss. 

4. “Without a supportive culture in an organization, peer evalua- 
tions are subject to too many distortions. Accordingly, they 
should not be widely used.” Do you agree or disagree? Defend 
your position. 

5. “Customer feedback needs to be part of every employee’s eval- 
uation when that employee has customer contact.” Do you 
agree or disagree? Explain your position. 


Developing Diagnostic and Analytical Skills 


Case Application 10: RANK ’EM AND YANK ’EM 


Imagine you're the VP of human resources for a Fortune 100 company. 
You've spent your entire career attempting to enhance the workplace 
for employees to support their productive work in the organization. 
While you understand that bottom-line decisions often dominate 
many of the matters you have to address, you’ve worked hard to ensure 
that employees were treated with respect and dignity in all interactions 
that affected them. You aligned the hiring process to serve the strate- 
gic needs of the organization, as well as implemented an effective per- 
formance management system. You truly believe in the progress you’ve 
made in helping the organization achieve its goals. You simply could- 
mt imagine doing things differently. However, concern that the per- 
formance management process is becoming less effective because 
managers are inflating employee ratings has led 15 percent of all large 
organizations to adjust their performance management process to 
what is frequently called “rank and yank.” °° 

Under such a system, managers are evaluated as a 1, 2, 3, or 4, 
with 1 being the highest rating and 4 the lowest. In many cases, 
managers are required to give a 4 rating to the lowest 10 percent of 
employees each year. Those individuals receiving a rating of 4 for 
two consecutive years are often let go from the organization. The 
intent behind this system is that throughout the two-year process, 
evaluators are to meet frequently with the four employees, counsel 
them, and provide necessary development opportunities. 


Employees in organizations that employ such a performance 
management system often view this process as unbearable. They 
view the performance management process as punitive, one in 
which the organization is attempting to rid itself of higher-paid 
older workers. In at least one case, Ford Motor Company employ- 
ees have filed a lawsuit to stop this practice—and prevailed. Ford 
removed the punitive nature of its evaluation system—and 
focused it more on counseling and performance improvement of 
the lowest rated employees rather than elimination from the 
organization. 

What long-term effect does a performance management sys- 
tem that focuses on rank and yank have on the organization? Only 
time will tell. 


Questions: 


1. What type of evaluation process would you say is being 
used in this case? Describe the elements to support your 
position. 

2. What effect, if any, do you believe rank and yank evaluation 
systems have on managers? Do you see these effects as positive 
or negative? Defend your position. 

3. What role does such a system have in distorting performance 
appraisals? 


Working with a Team BEHAVIORALLY ANCHORED RATING SCALES 


After reviewing the process for developing a BARS (behaviorally 
anchored rating scale), you and your team will develop a BARS 
performance appraisal form to evaluate a college professor. The 
form will rate at least four different performance dimensions of 
your choice (for example, you might rate the professor’s use of 


technology) and at least five different levels of behavioral inci- 
dents (ranking of level of performance). Present your form to the 
class, explaining your choice of criteria and the behaviors used in 
your ratings. Rating your human resource management professor 
is optional. 


Learning an HRM Skill: Writing Appraisal Comments 
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Working with a Team THE 360-DEGREE PERFORMANCE APPRAISAL 


Supervisors have not adapted as well as desired by management to a 
change in the appraisal system. As human resource management 
students, you and your class team have been asked to conduct a 
thirty-minute presentation for ten to fifteen supervisors at the next 
supervisors’ meeting. Develop a thirty-minute presentation about 


the purposes of the performance management systems, who bene- 
fits, and the six basic steps; clarify the difference between relative and 
absolute standards, with possible distortions; and introduce the 
360-degree feedback system. 


Learning an HRM Skill WRITING APPRAISAL COMMENTS 


About the skill Whether writing comments for an employee 
appraisal, a self-appraisal, or the 360-degree appraisal of a manager 
or co-worker, most people struggle for what to say and how to say it. 
This is particularly true when the comment needs to address a prob- 
lem. Complicating the issue is the fact that written comments are 
frequently what the employee remembers most about the appraisal 
form. 

At Synygy, Inc., a company based in Chester, Pennsylvania, that 
provides sales performance management (SPM) solutions, co- 
worker feedback is an integral part of a quarterly performance man- 
agement process that encourages open communication and 
growth. Synygy helps its employees constructively enter feedback 
into an online system by educating them on the characteristics of 
effective co-worker comments and providing specific examples. 
Consider these suggestions when sitting down to write comments 
on the next appraisal form you need to complete. 


m Make sure the comments you make support the scores or ratings 
on the appraisal form. 

E Don’t make accusatory or hurtful personal comments. Com- 
ments should address specific behaviors, not personalities or 
motives. 

m Point out positive as well as problematic behaviors. The purpose 
is to provide feedback on what a person does well and encourage 
continuing those behaviors as well as pointing out things that 
need improvement and making suggestions on how to improve. 

E Beas specific as possible; avoid generalities. Try to give examples of 
behaviors you are criticizing. A person who receives a vague com- 
ment may have no idea what they are doing that is causing your 
perception. That means they certainly won’t know what to do to 
change their behavior. 

= When pointing out a problem, try to suggest a possible solution. 

= When commenting on someone’s progress in correcting a prob- 
lematic behavior, recognize intermediate steps in improvement 
(many behaviors take time to improve). 

m Be aware of the overall tone of your comments. Again, be as fac- 
tual as possible. Don’t convey blame. Think about how the per- 
son receiving your comments will feel when they read them. 

m To the extent possible, your comments should summarize issues 
that you’ve already discussed with the person during the past 
quarter. Don’t make comments “out of the blue.” This is especially 
true for mentors. 


Examples of Effective Comments 


m You are driven and motivated in your work. You are very clear 
about what you own within the department. It would benefit the 
entire department if you paid more attention to the delivery and 
tone of some of your comments. Assigning a duty or responsibility 


sometimes comes across as a harsh directive instead of a transi- 
tion of duties or responsibilities. 

m When offering feedback after being presented with a new idea, 
it would be helpful if you recognized the possibility of a new 
process before immediately negating the idea. For example, 
when it was suggested that we rebuild the field templates for 
ProjX, you immediately resisted because of the time involved in 
implementation without considering the benefits of the change. 

m You are a great asset to the team. You are very professional and 
focused on your work. Despite the difficult deadlines for the 
ProjX implementation, you maintained a positive attitude. You 
respond to problems without getting angry or frustrated. You 
often stay late to finish your work and are very conscientious 
of timelines and resources. Your most outstanding “value” 
from what I have seen is your attitude toward continuous 
improvement. 

m You seem to have lost your focus, which is essential to being suc- 
cessful on ProjX. This is evident in that you have signed your ini- 
tials to checklist items without fully performing the checks for 
the project, which resulted in poor quality and an excessive 
amount of client questions. 

m You seem to take constructive criticism as a personal attack, 
rather than assistance from people who are trying to help. Your 
attitude over the past quarter, though it has improved somewhat 
recently, has been harmful to your relationship with your 
co-workers and your work quality because people on your team 
do not feel comfortable communicating with you. You have the 
ability to do your job extremely well, but haven’t taken the initia- 
tive to do so. 

m You have worked very hard to improve your technical skills by 
increasing your work with the Projx field and verification tem- 
plates and the data model documentation. You continuously 
work on improving your relationship with the client and your 
co-workers, and you try very hard to resolve inter-office prob- 
lems quietly and maturely. 

= My only criticism is that you tend to just ask for solutions to 
problems without completely understanding what the problem 
is—for example, the rounding problem on the field template 
from last week. Upon understanding the issue, you usually can 
arrive at the solution. 

m You clearly have the desire to run projects but you have to be 
willing to put in the time on the details and learn how to be 
more thorough before you will have the ability to do so. Areas to 
improve: attention to detail, ability to communicate plan con- 
cepts and system specifics quickly and clearly, timeliness. 

m You do what is necessary to make the client happy and are 
willing to put in extra time if things are behind. You have an 
excellent knowledge of the software tools and understand 
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how your projects work. You could focus more on training You have an intimate knowledge of your projects because you 
your co-workers, which would benefit them and ease your designed them, but sometimes you take for granted that oth- 
burden. You have a lot to offer, don’t keep it to yourself. ers on the team may have more knowledge than they actually 
Good client management skills and client focus. You are possess. 
a lot of fun to work with. = Sometimes when fixing a problem, you do not readily explain 

m Your job skills and initiative are very good. You are always will- how you are fixing it because you often work quickly. This is fine 
ing to help others solve problems even if it inconveniences you. for solving problems, but if you explained the issues a little more 
You are very willing to work above and beyond the call of duty. clearly, it could be of great service to your team members. 

m One thing to possibly improve is your skills in managing oth- 
ers and in training others in your group about their projects. Source: Synygy, Inc. Employee Handbook © 1995-2009. 


Enhancing Your Communication Skills 


1. Develop a two- to three-page paper describing the relationship Explain the software features and benefits to HR 
between job analysis and performance evaluations. Cite spe- managers. 
cific examples where appropriate. 3. Much has been written about how managers dread the 

2. Research innovations in software used in the performance appraisal process. Research reasons managers give for their 
appraisal process. Select and report on at least three of dislike of appraising performance and suggest ways to 


these software packages in a two- to three-page paper. improve the process so they aren’t so afraid of it. 
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Chapter 11 


Establishing 
Rewards 
and Pay Plans 


Learning Outcomes 


After reading this chapter, you will be able to 

1 Explain the various classifications of rewards. 
Discuss why we call some rewards membership based. 
Define the goal of compensation administration. 


Discuss job evaluation and its three basic approaches. 


Explain the evolution of the final wage structure. 
Describe competency-based compensation programs. 


Discuss why executives’ salaries are significantly higher than those of other employees. 


CON OOP WO ND 


Describe the balance-sheet approach to international compensation. 


hat keeps you from com- 

paring your paycheck with 

your coworkers? Is there a 
policy at work that prevents you from 
discussing how much you earn? Do 
you think you already know what they 
make? Turns out neither of these are 
very good reasons for keeping pay a 
secret. 

Pay is frequently the subject of 
curiosity and gossip. In American 
culture, it’s considered impolite and 
inappropriate to disclose one’s own 
salary, but we still speculate about 
what our co-workers earn. Those of 
us who think we know how much 
our bosses and co-workers earn are 
probably wrong. Research shows that 
we tend to overestimate the pay of 
others. 

Pay secrecy policies that forbid 
employees from discussing salaries are 
not uncommon, although they are 
unenforceable. The National Labor 
Relations Act has protected 
employee’s rights to discuss wages 
since 1965.1 So why do companies still 
have policies prohibiting discussing 
salaries? Some are concerned that it 
might lead to morale problems or jeal- 
ousy over the higher salary of a co- 
worker. It could also cause problems if 
a competitor found out and was able 
to mount a “hiring attack” to lure 
away the top producers. 

Arguments against pay secrecy 
policies are mounting, however. One 
proponent of eliminating pay secrecy 
is Ed Lawler, a professor at the Univer- 
sity of Southern California. He argues 
that if people challenge a pay system, 
it may be because they are right in 


doing so. “Maybe you really are doing 


a bad job and getting that feedback 
directly—and based on valid data—is a 
good thing because it can stimulate 
you to improve.”” Another concern is 
that pay secrecy may be masking pay 
discrimination. Pay secrecy rules make 
it difficult to determine co-worker 
salaries for comparison if you feel that 
you are earning less than others in 
your same position and may be the 
victim of discrimination. Timely 
information is important too. In 
2007, the U.S. Supreme Court held 
that victims of discrimination have 
180 days after the discriminatory pay 
decision is made. The ruling was 


made in the case of Ledbetter v. 


2 


i 


(Source: Paul Bradbury/Getty Zlmages, Inc.) 


Goodyear Tire ¢ Rubber Co.? Lilly Led- 
better was a Goodyear employee who 
filed a pay discrimination suit against 
her employer after being anony- 
mously informed that male coworkers 
were being paid significantly more 
than she was for the same work. Her 
case went all the way to the Supreme 
Court, which determined that her 
complaint was made too long after 
the discriminatory pay decision was 
made. There is concern that the prac- 
tice of pay secrecy may be intended to 
make discovery of discriminatory 
practices so difficult that an employee 
will miss the 180 day deadline. 

Where do you stand on the issue? 


t 


f 


— 
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Introduction 


“What’s in it for me?” Nearly every individual consciously or unconsciously asks this 
question before engaging in any behavior. Our knowledge of motivation and people’s 
behavior at work tells us that people do what they do to satisfy needs. Before they do 
anything, they look for a payoff or reward. 

The most obvious reward employees receive from work is pay. However, rewards 
also include promotions, desirable work assignments, and a host of other less obvious 
payoffs—a smile, peer acceptance, work freedom, or a kind word of recognition. We’ll 
spend the majority of this chapter addressing pay as a reward as well as how organiza- 
tions establish compensation programs. 

Among the several ways to classify rewards, we have selected three of the most typ- 
ical dichotomies: intrinsic versus extrinsic rewards, financial versus nonfinancial 
rewards, and performance-based versus membership-based rewards. As you will see, 
these categories are far from mutually exclusive, yet all share one common thread—they 
assist in maintaining employee commitment. 

intrinsic rewards 

Satisfactions derived from the job 
itself, such as pride in one’s work, a 
feeling of accomplishment, or being 
part of a team. 


Intrinsic versus Extrinsic Rewards 


Intrinsic rewards are the personal satisfactions one derives from doing the job. These 
are self-initiated rewards: pride in one’s work, a sense of accomplishment, or enjoying 
being part of a work team.“ Job enrichment, for instance, can offer employees intrinsic 
rewards by making work seem more meaningful. Extrinsic rewards, on the other hand, 
include money, promotions, and benefits. They are external to the job and come from 
an outside source, mainly management.° Consequently, if an employee experiences a 
sense of achievement or personal growth from a job, we would label such rewards as 
intrinsic. If the employee receives a salary increase or a write-up in the company maga- 
zine, we would label these rewards as extrinsic. The general structure of rewards is sum- 
marized in Exhibit 11-1. 


job enrichment 

Enhancing jobs by giving employees 
more opportunity to plan and control 
their work. 


extrinsic rewards 
Benefits provided by the employer, 
usually money, promotion, or benefits. 


ETHICAL ISSUES 


Salary Negotiation and Discrimination 


After months of recruiting for several hard-to-fill 
positions in your company, you’re pleased to 
have found a few excellent candidates. When you 
extend your offer to the first candidate, the 
young man aggressively negotiates for a starting 
salary and benefits substantially above your starting offer. He 
backs up his demand by citing offers from his present employer 


litigation practices at Epstein Becker & Green in Miami. “If a 
male candidate is able to bargain for a higher starting salary, it 
may be permissible to yield to that, but the employer must en- 
sure that the negotiations are done consistently with all candi- 
dates.” For example, if HR allows the male candidate to use 
other job offers and current employer salary in negations, the 
same information must be allowed for all candidates. HR cannot 


and competing firms. You refer the issue to your VP for Hu- 
man Resources who thought the young man interviewed ex- 
tremely well and caves in to his demand for a generous starting 
salary package. 

Next, you offer the position to equally qualified women and 
minority candidates who accept your initial salary offer gra- 
ciously without any negotiation. How vulnerable are you to 
charges of pay discrimination? What will you do if the employ- 
ees with less valuable starting packages find out about their co- 
worker’s enviable salary? 

“There is nothing per se unlawful about a recruiter setting a 
salary based on the negotiating leverage of a candidate,” says 
Richard Tuschman, member of the labor and employment and 


tell future candidates that the salary is not negotiable. 

Employers also cannot consider qualifications that are 
above the requirements for the position. For example, if the posi- 
tion requires two years of work experience, the employer may not 
consider a higher level of education such as a bachelor’s degree 
that is not required for the position when considering salary. And 
relying solely on an applicant’s prior salary also presents prob- 
lems because it may be evidence of past discrimination. 

Back to the sticky issue of what to say to the employees with 
lower starting salaries if they find out what their coworkers are 
earning. What would you do? How can you justify your actions? 
Should you offer them the same salaries? Can you forbid em- 
ployees from discussing salaries? 
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Rewards 
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Financial versus Nonfinancial Rewards 


Rewards may or may not enhance the employee’s financial well-being. Those that do, do 
so directly—for instance, through wages, bonuses, or profit sharing—or indirectly, 
through employer-subsidized benefits such as retirement plans, paid vacations, paid 
sick leaves, and purchase discounts. 

Nonfinancial rewards present a variety of desirable extras for organizations. These 
do not directly increase the employee’s financial position, but rather add attraction to 
life on the job. We will identify a few of the more general possibilities, but creation of 
these rewards is limited only by HRM’s ingenuity and ability to use them to motivate 
desirable behavior. 

The saying “One person’s food is another person’s poison” applies to the entire 
subject of rewards, but specifically to nonfinancial rewards. What one employee views 
as “something I’ve always wanted,” another might find relatively useless. Therefore, 
HRM must take great care in providing the right nonfinancial reward for each person. 
With proper selection, organizational benefits, by way of increased performance, should 
be significant. 

Some workers, for example, are status conscious. A plush office, a carpeted floor, a 
large desk, or signed artwork may be just what stimulates them toward top perfor- 
mance. Similarly, status-oriented employees may value an impressive job title, their own 
business cards, their own administrative assistant, or a well-located parking space with 
their name clearly painted underneath the “Reserved” sign. Other employees may value 
opportunities to dress casually while at work or even work in part at home. Such incen- 
tives are within the organization’s discretion and, carefully used, may enhance perfor- 
mance, as shown in Exhibit 11-2. 


Performance-Based versus Membership-Based Rewards 


Organizations allocate rewards based on either performance or membership criteria. 
HR representatives in many organizations will vigorously argue that their system 
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Exhibit 11-1 
Structure of Rewards 


Intrinsic rewards are the personal rewards 
or “warm fuzzy feelings” one gets from 
performing a job. Extrinsic rewards are fi- 
nancial and nonfinancial rewards such as 
money, promotions, and benefits. If 
you're familiar with the motivation theo- 
ries of Abraham Maslow, you'll probably 
notice that intrinsic rewards correlate well 
with the upper level needs and extrinsic 
rewards correlate well with the lower 
level needs. Do you see any correlation to 
other motivation theories? 
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Exhibit 11-2 

The “Slight Promotion” 

Extrinsic rewards include impressive titles 
and preferred office furnishings, but the 
value of those rewards may vary 
depending on the employee. Not 
everyone is as easy to please as 

Asok in the Dilbert comic strip. 

(Source: © 2005 Scott Adams, Inc./ 
Distributed by United Feature 

Syndicate, Inc.) 


performance-based rewards 
Rewards exemplified by the use of 
commissions, piecework pay plans, 
incentive systems, group bonuses, or 
other forms of merit pay. 


compensation administration 
The process of managing a company’s 
compensation program. 
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THE PAY WILL BE THE 
SAME BUT YOU CAN MAKE 
YOUR CUBICLE SLIGHTLY 
LARGER BY SHAVING 

THE RAGGED FABRIC 

ON THE INSIDE WALLS. 


YOUR NEW TITLE IS 
SPELLED JUST LIKE THE 
OLD ONE BUT IT’S 
PRONOUNCED TOTALLY 
DIFFERENTLY. 


ASOK, I DECIDED TO 
GIVE YOU A SLIGHT 
PROMOTION! 


scottadams@aol.com 


| GASP! 


A SLIGHT 
PROMOTION! 


424107 ©2005Scott Adams, Inc./Dist. by UFS, Inc. 


www.dilbert.com 


rewards performance, but you should recognize that this isn’t always the case. Few 
organizations actually reward employees based on performance—a point we will discuss 
later in this chapter. Without question, the dominant basis for reward allocations in 
organizations is membership. 

Performance-based rewards use commissions, piecework pay plans, incentive 
systems, group bonuses, merit pay, or other forms of pay for performance. Membership- 
based rewards, on the other hand, include cost-of-living increases, benefits, and salary 
increases attributable to labor-market conditions, seniority or time in rank, credentials 
(such as a college degree or a graduate diploma), a specialized skill, or future potential 
(for example, the recent MBA graduate from a prestigious university). The key point 
here is that membership-based rewards are generally extended regardless of an individ- 
ual’s, group’s, or organization’s performance. In any case, performance may be only a 
minor determinant of rewards, despite academic theories holding that high motivation 
depends on performance-based rewards. 


Compensation Administration 


Why do regional managers at Bank of America in Dallas, Texas, earn more than the 
bank associates? Intuitively, you might say that the regional managers are more skilled 
and have greater job responsibility, so they should earn more. But how about regional 
managers who specialize in commercial accounts? Should they make more or less than 
regional managers who supervise several branch operations? The answers to questions 
such as these lie in job evaluation. 

Job evaluation is the process whereby an organization systematically establishes its 
compensation program. In this process, jobs are compared to determine each job’s 
appropriate worth within the organization. In this section we discuss the broader topic 
of compensation, narrow our discussion to job evaluation methods, and conclude with 
a review of an increasingly controversial topic—executive compensation. 

Employees exchange work for rewards. Probably the most important reward, and 
indeed the most obvious, is money. But not all employees earn the same amount of 
money. Why? The search for this answer moves us directly into the topic of compensa- 
tion administration. 

The goal of compensation administration is to design a cost-effective pay struc- 
ture that will attract, motivate, and retain competent employees.” The structure should 
also appear fair to employees. Fairness is a term that frequently arises in the adminis- 
tration of an organization’s compensation program. 

Organizations generally seek to pay the least possible to minimize costs, so fairness 
means a wage or salary that is adequate for the demands and requirements of the job. 
Of course, fairness is a two-way street. Employees, too, want fair compensation. As we 
pointed out in our earlier discussion of motivation, if employees perceive an imbalance in 
their efforts-rewards ratio to some comparative standard, they will act to correct the 
inequity. Thus, both employers and employees pursue fairness. 


Compensation Administration 


Government Influence on Compensation Administration 


In Chapter 3, we described how government policies shape and influence HRM. Some HR 
functions are more heavily influenced than others. For example, collective bargaining 
and the employee selection process are heavily constrained by government rules and 
regulations; employment planning and orientation are less so. 

Compensation administration is also highly regulated. Government policies set 
minimum wages and benefits that employers must meet, and these policies provide 
protection for certain groups (see Exhibit 11-3). The laws and regulations we will dis- 
cuss are highlights only, chosen to help make you aware that government constraints 
reduce HRM’s discretion on compensation decisions. An abundance of laws and regu- 
lations define the general parameters within which managers decide what fair compen- 
sation is. Let’s look at some of these. 


Fair Labor Standards Act In 2008, Starbucks and Wal-Mart were among the many 
employers that were found to have violated laws regulating pay. Starbucks had been dis- 
tributing tip money to supervisors in addition to the baristas (coffee-making employees) 
who earned the tips. The supervisors could not be in the “tip pool” because their positions 
allowed them to hire, fire, supervise, and direct other workers. Starbucks was ordered to 
repay over $100 million to the baristas who had their tips diverted to managers." Wal- 
Mart agreed to pay over $700 million to settle lawsuits nationwide that alleged employees 
were routinely underpaid. Among the alleged practices at Wal-Mart were not allowing 
employees to take rest and meal breaks in violation of state laws and discouraging 
employees from submitting overtime hours in violation of federal laws.? Wal-Mart and 
Starbucks are hardly alone. The U.S. Department of Labor estimates that seven in ten U.S. 
employers are violating wage and hour regulations. These costly errors are part of a trend 
that has caused the yearly number of wage complaints filed with the Department of 
Labor to double in the last ten years.'° How can an employer prevent being part of the 70 
percent of employers that run into trouble? It’s simple—know the law! 

The Fair Labor Standards Act (FLSA) sets federal requirements for minimum 
wages, overtime pay, record keeping, and child labor restrictions. Nearly all organiza- 
tions are covered by the FLSA, but not all employees are covered. The act identifies two 
primary categories of employees: exempt and nonexempt. Exempt employees would 
include, for instance, those in professional and managerial jobs. Under the act, jobs cat- 
egorized as exempt are not required to meet FLSA standards, especially in the area of 
overtime pay." Workers earning less than $23,660 per year or $455 per week are guar- 
anteed overtime protection.” 

On the other hand, nonexempt employees receive certain protections under the 
FLSA. Specifically, employees in these jobs are eligible for premium pay—typically time- 
and-a-half—when they work more than forty hours in a week. Moreover, these jobs must 
be paid at least the minimum wage, which was set at $7.25 in 2009. Some states require 
wages higher than the federal minimum. In certain circumstances, employees may be 
paid less than the minimum. For example, if an employee earns tips, employers may pay 
a direct wage of $2.13 and consider those tips part of employees’ wages. Employers may 
claim a “tip credit” for the remaining amount, but if the tip credit and the direct wage are 
less than the minimum wage, the employer must make up the difference. 

Both federal and state governments have also enacted laws requiring firms that 
contract with the government to pay prevailing wage rates. In the federal sector, the sec- 
retary of labor must review industry rates in the specific locality to set a prevailing rate, 
which becomes the contract minimum prescribed under the Walsh-Healy Act. Under 
this act, government contractors must also pay time-and-a-half for all work in excess of 
eight hours a day or forty hours a week. 


The Civil Rights and Equal Pay Acts The Civil Rights and the Equal Pay Acts, 
among other laws, protect employees from discrimination. Just as it is illegal to dis- 
criminate in hiring, organizations cannot discriminate in pay on the basis of race, color, 
creed, age, or sex. 
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Fair Labor Standards Act 
(FLSA) 

Passed in 1938, this act established 
laws outlining minimum wage, over- 
time pay, and maximum hour require- 
ments for most U.S. workers. 


exempt employees 
Employees in positions that are exempt 
from most employee protection out- 
lined in the Fair Labor Standards Act, 
especially overtime pay. 


nonexempt employees 
Employees who are covered by the 
Fair Labor Standards Act, including 
overtime pay and minimum wage 
provisions of the act. 
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EMPLOYEE RIGHTS 


UNDER THE FAIR LABOR STANDARDS ACT 


THE UNITED STATES DEPARTMENT OF LABOR WAGE AND HOUR DIVISION 


FEDERAL MINIMUM WAGE 


$5.85» $6.55: $7.25» 


BEGINNING JULY 24, 2007 BEGINNING JULY 24, 2008 BEGINNING JULY 24, 2009 
OVERTIME PAY At least Mo times your regular rate of pay for all hours worked over 40 in a workweek. 
YOUTH An employee must be at least 16 years old to work in most non-farm jobs and at least 18 to work in non-farm 
EMPLOYMENT jobs declared hazardous by the Secretary of Labor. 


Youths 14 and 15 years old may work outside school hours in various non-manufacturing, non-mining, non-haz- 
ardous jobs under the following conditions: 


No more than 
e 3 hours on a school day or 18 hours in a school week; 
e 8 hours on a non-school day or 40 hours in a non-school week. 


Also, work may not begin before 7 a.m. or end after 7 p.m., except from June 1 through Labor Day, 
when evening hours are extended to 9 p.m. Different rules apply in agricultural employment. For 
more information, visit the YouthRules! Web site at www.youthrules.dol.gov. 


TIP CREDIT Employers of “tipped employees” must pay a cash wage of at least $2.13 per hour if they claim a tip credit 
against their minimum wage obligation. If an employee's tips combined with the employer's cash wage of at 
least $2.13 per hour do not equal the minimum hourly wage, the employer must make up the difference. 
Certain other conditions must also be met. 


ENFORCEMENT The Department of Labor may recover back wages either administratively or through court action, for the 
employees that have been underpaid in violation of the law. Violations may result in civil or criminal action. 


Civil money penalties of up to $11,000 per violation may be assessed against employers who violate the youth 
employment provisions of the law and up to $1,100 per violation against employers who willfully or repeatedly 
violate the minimum wage or overtime pay provisions. This law prohibits discriminating against or discharging 
workers who file a complaint or participate in any proceedings under the Act. 


ADDITIONAL e Certain occupations and establishments are exempt from the minimum wage and/or overtime pay provisions. 
INFORMATION e Special provisions apply to workers in American Samoa and the Commonwealth of the Northern Mariana 
Islands. 


e Some state laws provide greater employee protections; employers must comply with both. 

e The law requires employers to display this poster where employees can readily see it. 

e Employees under 20 years of age may be paid $4.25 per hour during their first 90 consecutive calendar days 
of employment with an employer. 

e Certain full-time students, student learners, apprentices, and workers with disabilities may be paid less than 
the minimum wage under special certificates issued by the Department of Labor. 


For additional information: 


1-866-4-USWAGE WHD 


(1-866-487-9243) TTY: 1-877-889-5627 "STANT 


WWW.WAGEHOUR.DOL.GOV 


U.S. Department of Labor | Employment Standards Administration | Wage and Hour Division 


Exhibit 11-3 

Federal Minimum Wage 

Employers are required to display an approved poster informing employees of the legal minimum wage. The U.S. Department of La- 
bor provides posters available for download at www.dol.gov. Individual states may enact minimum wage laws that are higher than 
the federal minimum, but not lower. 
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The Minimum Wage Debate 


An estimated 5.6 million workers, or approxi- 
mately 4 percent of the U.S. workforce, received 
an increase in their wages when the minimum 
wage climbed to $7.25 in 2009. Minimum wage 
laws are controversial. Strong arguments are 
made on either side of the argument as to 
whether an increase in the minimum wage helps or hurts work- 
ers. Let’s look at both sides of the debate. 

Proponents argue that wages tend to lag behind the cost of 
living and an increase in wages helps to reverse a decline in real 
wages for low-wage workers. Before the most recent increase, the 
minimum wage had not been adjusted in nearly ten years. Young 
people and women seem to be the most affected. Half of those in 
minimum wage jobs are under the age of twenty-five and nearly 
75 percent are employed in jobs in the service industry. About 
3 percent of women who earn hourly wages reported earning 
wages at or less than the federal minimum compared to about 
1 percent of men. 

In the United States, the threshold poverty level for a family 
of two is $14,000. Someone who earns minimum wage will earn 
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DID YOU KNOW? 


competitive marketplace, every cent added to the cost of doing 
business drives up the overall costs to the organization—and 
ultimately erodes competitive opportunities. Increased wage 
requirements may also result in less demand for workers, ulti- 
mately hurting the hourly workers the hike in wages was 
designed to help. 

Although the U.S. minimum wage rate is not the highest 
among industrialized nations, it is significantly higher than 
many countries that compete with the United States for goods 
and services. In addition, states and even cities have the right to 
increase the minimum wage in their locations based on market 
demands. Furthermore, many opponents of the increase cite 
that the issue is not about wages but about education. There is a 
direct correlation between one’s education level and one’s wages. 
A better-educated, higher skilled worker is more valuable to 
organizations, and thus market mechanisms increase what an 
organization is willing to pay for that individual’s service. 

Clearly there are no easy solutions to this debate. But every- 
one has an opinion as to whether the federal minimum wage 
rate should continue to be increased. What’s yours? 


approximately $15,080 (40 hours X 52 weeks X $7.25)—thus 
that family of two is barely above the poverty level. The average 
minimum wage worker is responsible for over half (54 percent) 
of household income. 

Opponents of increasing the minimum wage cite the prob- 
lems of increasing costs to employers. They note that in a globally 


Source: Economic Policy Institute, “Minimum Wage Facts at a Glance,” 
found at www.epi.org (updated August 2008). U.S. Bureau of Labor Statistics, 
“Characteristics of Minimum Wage Workers: 2007,” http://data.bls.gov 
(modified March 25, 2008). 


The Equal Pay Act of 1963 mandates that organizations compensate men and 
women doing the same job in the organization with the same rate of pay.” The Equal 
Pay Act was designed to lessen the pay gap between male and female pay rates. Despite 
progress, women in general still earn roughly 78 percent of what their male counterparts 
earn.!* Some of this difference is attributable to perceived male- versus female-dominated 
occupations, but the Equal Pay Act requires employers to eliminate pay differences for 
the same job. That is, salaries should be established based on skill, responsibility, effort, 
and working conditions. For example, if an organization is hiring customer service rep- 


Equal Pay Act of 1963 
This act requires equal pay for equal 
work. 


resentatives, new employees, irrespective of their sex, must be paid the same initial salary 
because the attributes for the job are the same. It is important to note that the Equal Pay 
Act typically affects only initial job salaries. If two workers, one male and one female, per- 
form at different levels during the course of the year, and if performance is rewarded, the 
act allows that in the next period their pay may be different. 


Job Evaluation and the Pay Structure 


The essence of compensation administration is job evaluation and the establishment of 
a pay structure. Let’s now turn our attention to job evaluation topics and practices. 


Job Evaluation 


In Chapter 5, we introduced job analysis as the process of describing job duties, authority 
relationships, skills required, conditions of work, and additional relevant information. 
We stated that job analysis data could help develop job descriptions and specifications, 
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ordering method 
Ranking job worth from highest to 
lowest. 


classification method 
Evaluating jobs based on predeter- 
mined job grades. 
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as well as job evaluations. By job evaluation, we mean using job analysis information to 
systematically determine the value of each job in relation to all jobs within the organi- 
zation. In short, job evaluation seeks to rank all jobs in the organization in a hierarchy 
that reflects the relative worth of each. It’s important to note that this is a ranking of 
jobs, not people. Job evaluation assumes normal job performance by a typical worker. 
So, in effect, the process ignores individual abilities or performance. 

The ranking that results from job evaluation is not an end in itself. It should be 
used to determine the organization’s pay structure. Note that we say should; in practice, 
this is not always the case. External labor market conditions, collective bargaining, and 
individual skill differences may require a compromise between the job evaluation rank- 
ing and the actual pay structure. Yet even when such compromises are necessary, job 
evaluation can provide an objective standard from which modifications can be made. 


Isolating Job Evaluation Criteria 


The heart of job evaluation is determining appropriate criteria to arrive at the rank- 
ing." It is easy to say that jobs are valued and ranked by their relative job worth, but 
ambiguity increases when we attempt to state what places one job higher than another 
in the job structure hierarchy. Most job-evaluation plans use responsibility, skill, effort, 
and working conditions as major criteria, but each of these, in turn, can be broken 
down into more specific terms. Skill, for example, is “an observable competence to per- 
form a learned psychomotor act (like keyboarding).”'® But other criteria can and have 
been used: supervisory controls, complexity, personal contacts, and the physical 
demands needed. !” 

You should not expect the criteria to be constant across jobs. Because jobs differ, it 
is traditional to separate them into common groups. For example, production, clerical, 
sales, professional, and managerial jobs may be evaluated separately. Treating like 
groups similarly allows for more valid rankings within categories but still leaves unset- 
tled the importance of criteria between categories. Separation by groups may permit HR 
to say the position of software developer requires more mental effort than that of ship- 
ping supervisor, and subsequently receives a higher ranking, but it does not readily 
resolve whether greater mental effort is necessary for software designers or customer 
service managers. 


Job Evaluation Methods 


Three basic methods of job evaluation are currently in use: ordering, classification, and 
point methods. Let’s review each of these. 


Ordering Method The ordering method (or ranking method) requires a committee— 
typically composed of both management and employee representatives—to arrange jobs 
in a simple rank order, from highest to lowest. No attempt is made to break down the 
jobs by specific weighted criteria. The committee members merely compare two jobs 
and judge which one is more important or more difficult to perform. Then they com- 
pare another job with the first two, and so on until all the jobs have been evaluated and 
ranked. 

The most obvious limitation to the ordering method is its sheer unmanageability 
with numerous jobs. Imagine the difficulty of correctly ranking hundreds or thousands 
of jobs in an organization. Other drawbacks to consider are the method’s subjectivity— 
no definite or consistent standards by which to justify the rankings—and the fact that 
because jobs are ranked in order, we cannot know the distance between rankings. 


Classification Method The classification method was made popular by the U.S. 
Civil Service Commission, now the Office of Personnel Management (OPM). The OPM 
requires that classification grades be established and published in what they call their 
general schedules. These classifications are created by identifying some common 
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denominator—skills, knowledge, responsibilities—to create distinct classes or grades of 
jobs. Examples might include shop jobs, clerical jobs, and sales jobs, depending, of 
course, on the type of jobs the organization requires. 

Once the classifications are established, they are ranked in an overall order of 
importance according to the criteria chosen, and each job is placed in its appropriate 
classification. This latter action generally requires comparing each position’s job 
description against the classification description and benchmarked jobs. At the OPM, 
for example, evaluators have classified both a statistician at the Department of Energy 
and a chemical engineer at the Environmental Protection Agency as positions at the 
GS-7 grade, and an electrician at the Department of the Army and an industrial equip- 
ment mechanic at the Military District of Washington as positions at the GS-10 grade." 

The classification method shares most of the disadvantages of the ordering 
approach, plus the difficulty of writing classification descriptions, judging which jobs 
go where, and dealing with jobs that appear to fall into more than one classification. 
On the plus side, the classification method has proven itself successful and viable in 
classifying millions of kinds and levels of civil service jobs. 


Point Method The last method we will present breaks down jobs based on various 
identifiable criteria (such as skill, effort, and responsibility) and allocates points to each 
of these criteria. Appropriate weights are given, depending on the importance of each 
criterion to performing the job, points are summed, and jobs with similar point totals 
are placed in similar pay grades. 

An excerpt from a point method chart for an administrative assistant II position is 
shown in Exhibit 11-4. Each job would be evaluated by deciding, for example, the degree 


JOB CLASS: ADMINISTRATIVE ASSISTANT II 


1sT 2ND 3RD 4TH 5TH 
FACTOR DEGREE DEGREE DEGREE DEGREE DEGREE 
Skill 
1. Education DA 44 66 88 110 
2. Problem solving 14 28 42 56 70 
Responsibility 
1. Safety of others 5 10 15 20 25 
2. Work of others 7 14 21 28 35 


3. Problem solving: 
This factor examines the types of problems dealt with in your job. Indicate the one level 
that is most representative of the majority of your job responsibilities. 

Degree 1: Performs actions in a set order per written or verbal instruction. Refers 
problems to supervisor. 

Degree 2: Solves routine problems and makes various choices regarding the order 
in which the work is performed within standard practices. May obtain information from 
varied sources. 

Degree 3: Solves varied problems that require general knowledge of company poli- 
cies and procedures applicable within area of responsibility. Decisions made based on a 
choice from established alternatives. Expected to act within standards and established 
procedures. 

Degree 4: Requires analytical judgment, initiative, or innovation in dealing with 
complex problems or situations. Evaluation not easy because there is little precedent or 
information may be incomplete. 

Degree 5: Plans, delegates, coordinates, and/or implements complex tasks involving 
new or constantly changing problems or situations. Involves the origination of new 
technologies or policies for programs or projects. Actions limited only by company 
policies and budgets. 


Source: Material reprinted with permission of The Dartnell Corporation, Chicago, IL 60640. 
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How much should we pay for security? 
That question may be difficult to answer, 
but the federal government's classification 
system tells us that this transportation 
security screener is paid a minimum 

salary between $28,600 and $48,200, 
depending on work location. 

(Source: © AP/Wide World Photos) 


point method 

Breaking down jobs based on iden- 
tifiable criteria and the degree to 
which these criteria exist on the job. 


Exhibit 11-4 
Excerpts from a Point Method 


This chart is used to evaluate the criteria 
necessary for different administrative 
assistant positions. Point method charts 
like this are complex and time-consuming 
to develop, but are popular for their 
ability to objectively evaluate positions 
over time as jobs change. 
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compensation surveys 
Used to gather factual data on pay 
practices among firms and companies 
within specific communities. 
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of education required to perform the job satisfactorily. The first degree might require 
the equivalent of skill competencies associated with ten years of elementary and sec- 
ondary education, the second degree might require competencies associated with four 
years of high school, and so forth. 

The point method offers the greatest stability of the four approaches presented. 
Jobs may change over time, but the rating scales established under the point method 
stay intact. Additionally, the methodology underlying the approach contributes to a 
minimum of rating error. On the other hand, the point method is complex and there- 
fore costly and time-consuming to develop. The key criteria must be carefully and 
clearly identified, degrees of factors must be agreed on in terms all raters recognize, the 
weight of each criterion must be established, and point values must be assigned to 
degrees. Although it is expensive and time-consuming to both implement and main- 
tain, the point method appears to be the most widely used method. Furthermore, this 
method can effectively address the comparable worth issue (see Chapter 3). 


Establishing the Pay Structure 


Once the job evaluation is complete, the data generated become the nucleus of the orga- 
nization’s pay structure. This means establishing pay rates or ranges compatible with 
the ranks, classifications, or points arrived at through job evaluation. 

Any of the three job evaluation methods can provide the necessary input for devel- 
oping the organization’s overall pay structure. Each has its strengths and weaknesses, 
but because of its wide use, we will use the point method to show how point totals are 
combined with compensation survey data to form wage curves. 


Compensation Surveys Many organizations use surveys to gather factual informa- 
tion on pay practices within specific communities and among firms in their industry. 
They use this information for comparison purposes. It can tell compensation commit- 
tees if the organization’s wages are in line with those of other employers and, in short- 
ages of individuals to fill certain positions, may help set wage levels. Where does an 
organization find wage salary data? The U.S. Department of Labor, through its Bureau 
of Labor Statistics, regularly publishes a vast amount of wage data broken down by geo- 
graphic area, industry, and occupation. Many industry and employee associations also 
conduct compensation surveys and make their results available. Organizations also 
can conduct their own surveys, and many large ones do. 

It would not be unusual, for instance, for the HRM director at Microsoft in Seattle 
to regularly share wage data on key positions. This person might identify jobs such as 
maintenance engineer, electrical engineer, computer programmer, or administrative 
assistant and share comprehensive descriptions of these jobs with other firms in the 
industry. In addition to the average wage level for a specific job, other information fre- 
quently reviewed includes entry-level and maximum wage rates, shift differentials, over- 
time pay practices, vacation and holiday allowances, the number of pay periods, and the 
length of the normal work day and work week. 


Wage Curves After the compensation committee arrives at point totals from job eval- 
uation and obtains survey data on what comparable organizations are paying for simi- 
lar jobs, a wage curve can be fitted to the data. An example of a wage curve is shown in 
Exhibit 11-5. This example assumes use of the point method and plots point totals and 
wage data. A separate wage curve can be constructed based on survey data and com- 
pared for discrepancies. 

A completed wage curve tells the compensation committee the average relationship 
between points of established pay grades and wage base rates. Furthermore, it can iden- 
tify jobs whose pay is out of the trend line. When a job’s pay rate is too high, it may be 
identified as a “red circle” rate. This means that the pay level is frozen or below-average 
increases are granted until the structure adjusts upward to put the circled rate within 
the normal range. Of course, a wage rate may be out of line but not red circled. The need 
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Hourly wage rates ($) 


| | | | 
200 300 400 500 
Points 


to attract or keep individuals with specific skills may require a wage rate outside the 
normal range, although continuing to attract these individuals may ultimately upset 
the internal consistencies supposedly inherent in the wage structure. A wage rate may 
also be too low. Such undervalued jobs carry a “green-circle” rate, and the company may 
attempt to grant these jobs above-average pay increases or salary adjustments. 


The Wage Structure Itis only a short step from plotting a wage curve to developing 
the organization’s wage structure. Jobs similar in terms of classes, grades, or points 
are grouped together. For instance, pay grade 1 may cover the range from 0 to 150 
points, pay grade 2 from 151 to 300 points, and so on. As shown in Exhibit 11-6, the 
result is a logical hierarchy of wages. The more important jobs are paid more; and as 
individuals assume jobs of greater importance, they rise within the wage hierarchy. 
Jobs may also be paid in accordance with knowledge- or competency-based pay. We’ll 
return to this topic shortly. 


Hourly wage rates ($) 


| | 
200 300 400 500 
Points 


271 


Exhibit 11-5 
A Wage Curve 


Wage curves like this one plot a position’s 
value in points against the wages paid for 
each of those positions. Jobs that do not 
fall within an accepted range may be “red 
circled.” 


wage structure 
A pay scale showing ranges of pay 
within each grade. 


Exhibit 11-6 
A Sample Wage Structure 


Jobs with similar classes, grades, or points 
are grouped together to create an organi- 
Zation’s wage structure. Grades overlap 
each other, encouraging employees 
reaching the top of one pay grade to 
move to a higher grade. 
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Irrespective of the determinants, notice that each pay grade has a range and that 
the ranges overlap. Typically, organizations design their wage structures with ranges in 
each grade to reflect different tenure in positions, as well as levels of performance. Addi- 
tionally, although most organizations create a degree of overlap between grades, 
employees who reach the top of their grade can increase their pay only by moving to a 
higher grade. However, wage structures are adjusted every several years (if not every 
year), so that employees who top out in their pay grade aren’t maxed out forever. 


External Factors 


When determining the wage structure, HR must also consider external factors like geo- 
graphic differences in wages and labor supply. Consideration must also be given to how 
the organization will react to the wage structures of competing organizations. 


Geographic Differences Cost of labor is a function of supply and demand, among 
many other factors. When local supply of labor falls short of demand, wages will 
increase. Conversely if the local labor supply exceeds demand, wages will decrease. This 
can cause wage fluctuations in some geographic areas or cities, depending on how far 
workers are willing to travel for a job. Many states provide salary information organized 
by county or city for employers to use. For example, a company that runs long-term 
health care facilities may be able to pay minimum wage for certified nursing assistants 
in an area with few employers, yet need to pay substantially more than minimum wage 
in a city where there are many employers competing for people with those skills. 


Labor Supply When unemployment rates are low, employers must work harder to 
attract qualified workers. This often includes raising wages to tempt workers to leave 
their current employment and apply. When unemployment rates are high, wages tend 
to be depressed because employers have a plentiful supply of applicants. Employers 
may also encounter situations where there is an oversupply of workers with one set of 
skills, such as framing carpenters, but a shortage of workers with another set of skills, 
such as welders. This would require a higher starting salary to attract workers with the 
correct skills. 


Competition Just as an organization must consider competition when setting prices 
for goods and services, they must consider the influence of competition on wages. 
When setting a policy on how to react to competition wages, HR professionals have 


three choices:7° 


= Match the competition by paying the market or going rate for labor. This ensures 
that the pay remains competitive, allowing employers to manage labor costs 
while still being able to attract qualified workers. 

= Lead the competition by paying higher wages than competing employers. This 
may seem like an expensive proposition, but many organizations feel that by 
“leading” the market, they will be able to attract better qualified employees, lead- 
ing to lower training costs, better productivity, and lower turnover. 

m Lag the market by paying slightly less than the prevailing levels in the market- 
place. This will lower labor costs, but will make it more difficult to attract and 
maintain qualified workers. Training and turnover costs will often offset any 
gains made by paying lower wages.” 


Cost of Living Inflation raises the price of consumer goods and reduces the buying 
power of wages in real terms. The Consumer Price Index (CPI) is compiled by the U.S. 
Department of Labor’s Bureau of Labor Statistics and reports monthly on the prices 
consumers pay for a representative basket of goods and services.” As the CPI increases, 
wages must also increase to allow workers to maintain their standard of living. The cost 
of living also varies according to location, prompting some large cities such as San 
Francisco to set their own minimum wage that is higher than the federal or even state 
minimum wage. 


Special Cases of Compensation 


Collective Bargaining The major function of most unions or collective bargaining 
units is to negotiate for the wages of its members. We will discuss this in more detail in 
Chapter 14, “Understanding Labor Relations and Collective Bargaining.” 


Communicating with Employees No matter how the wage structure is developed, 
employees must know how the system is derived. If an organization neglects to inform 
its employees and fails to communicate how the process works, it will only lead to 
problems later. In fact, many reports note that how the pay plan is communicated is as 
important as what is communicated.” Accordingly, organizations that want the most 
from their compensation system will find communicating the process to employees a 
major leap toward achieving compensation goals.” 


Special Cases of Compensation 


As organizations rapidly change in this dynamic world, so, too, do compensation pro- 
grams. Most notably, organizations are finding that they can no longer increase wage 
rates by a certain percentage each year (cost-of-living raise) without some comparable 
increase in performance. Subsequently, more organizations are moving to varied 
themes of pay for performance. These may include incentive compensation plans, and 
competency- and team-based compensation. Let’s take a closer look at each of these. 


Incentive Compensation Plans 


In addition to the basic wage structure, organizations sincerely committed to develop- 
ing a compensation system designed around performance should consider incentive 
pay. Typically given in addition to—rather than in place of—the basic wage, incentive 
plans can add a dimension to the wage structure we have previously described.” Incen- 
tives can be paid based on individual, group, or organization-wide performance—a pay- 
for-performance concept. 


Individual Incentives Individual incentive plans pay off for individual perfor- 
mances.”° Popular approaches include merit pay, piecework plans, time-savings bonuses, 
commissions, and stock options. One popular and almost universally used incentive sys- 
tem is merit pay. Under a merit pay plan, employees who receive merit increases have a 
sum of money added to their base salary. Somewhat similar to a cost-of-living raise, 
merit pay differs in that the percentage of increase to the base wage rate is attributable 
solely to performance. Those who perform better generally receive more merit pay. 

Although the merit pay plan is the most widely used, the best-known incentive is 
undoubtedly piecework. Under a straight piecework plan, the employee is typically 
guaranteed a minimal hourly rate for meeting some preestablished standard output. 
When output exceeds this standard, the employee earns so much for each piece pro- 
duced. Differential piece-rate plans establish two rates—one up to standard, and 
another when the employee exceeds the standard. The latter rate, of course, is higher to 
encourage the employee to beat the standard. Individual incentives can be based on 
time saved as well as output generated. The employee can expect a minimal guaranteed 
hourly rate, but in this case, the bonus is achieved for doing a standard hour’s work in 
less than sixty minutes. Employees who produce an hour’s work in fifty minutes obtain 
a bonus percentage (say, 50 percent) of the labor saved. 

Salespeople frequently work on commission. Added to a lower base wage, they earn 
a percentage of the sales price. On toys, for instance, it may be a hefty 25 or 30 percent. 
On sales of multimillion-dollar aircraft or city sewer systems, commissions are fre- 
quently 1 percent or less. 

Individual incentives work best with clear performance objectives and independent 
tasks.?” Otherwise, individual incentives can create dysfunctional competition or 
encourage workers to cut corners. Co-workers can become the enemy, individuals can 
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individual incentive plans 
Motivation systems based on individ- 
ual work performance. 


merit pay 
An increase in pay, usually determined 
annually. 


How are individuals in the building 
trades—like this individual installing 
drywall—compensated? Typically, they 
receive a rate of pay for each piece they 
install. The more they install in a day, the 
more they earn. Accordingly, their pay is 
up to them. (Source: PhotoDisc/Getty 
Images, Inc.) 
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group incentive 

Motivational plan provided to a group 
of employees based on their collective 
work. 


organization-wide incentive 

A motivation system that rewards all 
facility members based on how well 
the entire group performed. 


Scanlon Plan 

An organization-wide incentive pro- 
gram focusing on cooperation between 
management and employees through 
sharing problems, goals, and ideas. 


IMPROSHARE 

An incentive plan that uses a specific 
mathematical formula for determin- 
ing employee bonuses. 
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create inflated perceptions of their own work while deflating the work of others, and 
the work environment may become characterized by reduced interaction and commu- 
nications between employees. And cutting corners may compromise quality and safety. 

A potentially negative effect of incentive for performance is that you may “get what 
you pay for.” When incentives are tied to specific goals (only part of the total outcomes 
expected from a job), people may avoid performing unmeasured, and thus not 
rewarded, activities in favor of measured, rewarded ones. For example, if your school 
sponsored a lecture by an internationally recognized speaker, and your instructor 
decided to take your class, would you go? Your response might be contingent on 
whether the lecture was a requirement, the content might be on an exam, and atten- 
dance would be taken. If it was just for your information, attending might not be as 
high a priority. Despite potential negative repercussions from individual incentives in 
inappropriate situations, they are undoubtedly widespread in practice. 

Merit pay, too, has been used as a substitute for cost-of-living raises. Similar to a 
cost-of-living raise, merit monies accrue permanently to the base salary and become the 
new base from which to calculate future percentage increases. The problem with merit 
pay or a cost-of-living system, then, is that pay increases may become expected. But 
what if the company has a bad year, or employees fail to produce to expectations? Under 
these traditional systems, workers still expect wage increases. Theoretically, they should 
give some of their salary back! 

Some occupations have been slow to develop merit pay plans, often because stan- 
dards are difficult to establish or evaluate. Teaching at a college is a good example. Con- 
sider the different types of teaching styles you’ve observed, the different degrees of dif- 
ficulty in subject matter and different levels of dedication to students and you get an 
idea of how hard merit plans can be to establish. 


Group Incentives Each individual incentive option we describe also can work for 
groups. That is, two or more employees can be paid for their combined performance. 
Group incentives make the most sense where employees’ tasks are interdependent and 
thus require cooperation. 


Organization-Wide Incentives Organization-wide incentives aim to direct the 
efforts of all employees toward achieving overall organizational effectiveness. This 
type of incentive produces rewards for all employees based on organization-wide cost 
reduction or profit sharing. Lincoln Electric has had a year-end bonus system for 
decades, over the years “ranging from a low of 55 percent to a high of 115 percent of 
annual earnings.” The Lincoln Electric plan pays off handsomely when employees beat 
previous years’ performance standards. This bonus is added to the employee’s salary, 
which has made Lincoln Electric workers some of the highest-paid electrical workers 
in the United States.”® 

One of the best-known organization-wide incentive systems is the Scanlon Plan.” 
It seeks cooperation between management and employees through sharing problems, 
goals, and ideas. (It is interesting to note that many quality circle programs instituted 
in the 1980s were a direct outgrowth of the Scanlon Plan.) Under Scanlon, each depart- 
ment in the organization has a committee composed of supervisor and employee rep- 
resentatives. Suggestions for labor-saving improvements are funneled to the commit- 
tee. If accepted, cost savings and productivity gains are shared by all employees, not just 
the individual who made the suggestion. Typically, about 80 percent of the suggestions 
prove practical and are adopted. 

Another incentive plan called IMPROSHARE, a contraction of Improving Pro- 
ductivity through Sharing, uses a mathematical formula to determine employees’ 
bonuses.°° For example, if workers save labor costs in producing a product, a predeter- 
mined portion of the labor savings goes to the employee. Profit-sharing plans, or gain 
sharing plans, are also organization-wide incentives. They allow employees to share in 
the firm’s success by distributing part of the company’s profits back to the workers. For 
instance, Chamberlin Rubber employees receive 75 percent of company profits. In 
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essence, employees become company owners. Profit-sharing plans aim to increase com- 
mitment and loyalty to the organization.*! 

All organization-wide incentives suffer from a dilution effect. It is hard for employees 
to see how their efforts affect organization’s overall performance. These plans also tend 
to distribute payoffs at wide intervals; a bonus paid in March 2010 for your efforts in 
2009 loses a lot of its reinforcement capabilities. Finally, we should not overlook what 
happens when organization-wide incentives become both large and recurrent. When 
this happens, employees often begin to anticipate and expect the bonus. Employees 
may adjust their spending patterns as if the bonus was a certainty, and the bonus may 
lose some of its motivating properties. When that happens, it can be perceived as a 
membership-based reward. 


Paying for Performance 


Pay-for-performance programs compensate employees based on a performance mea- 
sure. Piecework plans, gain sharing, wage incentive plans, profit sharing, and lump sum 
bonuses are examples of pay-for-performance programs.°? These forms of pay differ 
from more traditional compensation plans in that instead of paying an employee for 
time on the job, pay is adjusted to reflect performance measures that might include 
individual productivity, team or work group productivity, departmental productivity, 
or the overall organization’s profits for a given period. 

Performance-based compensation is probably most compatible with demonstrat- 
ing to employees a strong relationship between their performance and the rewards they 
receive.” Rewards allocated solely on nonperformance factors—seniority, job title, or 
across-the-board cost-of-living raises—may encourage employees to reduce their efforts. 

Pay-for-performance programs are gaining in popularity in organizations. One sur- 
vey of 1,000 companies found that almost 80 percent were practicing some form of pay- 
for-performance for salaried employees.*° Skyline Construction in San Francisco 
offered employees the chance to take lower salaries in exchange for potentially higher 
bonuses based on performance. Company president, David Hayes, was astonished 
when 75 percent of the employees requested the lowest salary combination with the 
highest percentage bonus. After two years, their sales had nearly doubled from $36 mil- 
lion to $71 million, with a corresponding drop in costs as a percentage of sales.*° This 
clearly illustrates the benefits of both motivation and cost control. 

From a motivation perspective, conditioning some or all of a worker’s pay on per- 
formance measures focuses his or her attention and effort on that measure, then rein- 
forces continued effort with rewards. However, if the employee’s, team’s, or organiza- 
tion’s performance declines, so does the reward, thus encouraging strong efforts and 
motivation. On the cost-savings side, performance-based bonuses and other incentive 
rewards avoid the fixed expense of permanent—and often annual—salary increases. 
Bonuses typically do not accrue to base salary; the amount is not compounded in 
future years, thus saving the company money. 

A recent extension of the pay-for-performance concept, competency-based com- 
pensation, is used in such industries as diverse as healthcare and energy production. A 
competency-based compensation program pays and rewards employees on their skills, 
knowledge, or behaviors.*” These competencies may include such behaviors and skills 
as leadership, problem solving, decision making, or strategic planning. Pay levels reflect 
the degree of competency. Pay increases in a competency-based system reward growth 
in personal competencies as well as contributions to the overall organization.** Accord- 
ingly, an employee’s rewards directly reflect his or her ability to contribute to achieve- 
ment of the organization’s goals and objectives. 

This is, in essence, a pay scheme based on employees’ specific competencies. These 
may include knowledge of the business and its core values, skills to fulfill these core 
requirements, and demonstrated employee behaviors. In competency-based pay plans, 
these preset levels are called broad-banding.”” Among the banding programs docu- 
mented, some have as few as four bands with no salary ranges, and others more than ten 
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pay-for-performance 
programs 

Rewarding employees based on their 
job performance. 


competency-based 
compensation 

Organizational pay system that rewards 
skills, Knowledge, and behaviors. 


broad-banding 
Paying employees at preset levels 
based on their level of competency. 
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Exhibit 11-7 

Sample Pay Bands 

The pay bands illustrated here include a 
minimum, midpoint, and maximum for 
each salary band. 
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bands and several salary ranges. For example, Exhibit 11-7 shows a ten-band compen- 
sation program for state employees in South Carolina. Broad-banding also can help 
develop wage structures on factors other than skills. 

Those who possess competencies within a certain range will be grouped together in 
a pay category. Pay increases, then, recognize growth in personal competencies, as well 
as the contribution one makes to the organization. Accordingly, career and pay 
advancement may not be tied to a promotion per se, but rather to how much more one 
can contribute to the organization’s goals and objectives. 

If you are making the connection back to when we discussed the point method of 
job evaluation, you are reading attentively. However, the point method looked specifi- 
cally at the job and its worth to the company. Competency-based pay plans assess these 
points based on the value the employee adds in assisting the organization to achieving 
its goals. As more organizations move toward competency-based pay plans, HRM will 
play a critical role. Just as we discussed in Chapter 5 regarding employment planning, 
once the direction of the organization is established, attracting, developing, motivat- 
ing, and retaining competent individuals become essential. This will continue to have 
implications for recruiting, training and development, career development, and perfor- 
mance appraisals, as well as pay and reward systems. Not only will HRM ensure that it 
has the right people at the right place, but it will have assembled a competent team of 
employees who add significant value to the organization. 


Team-Based Compensation 


You’ve just been handed the course syllabus for a business policy course you’re taking 
this semester, and you quickly glance at how the final grade will be calculated: two 
tests—a midterm and a final—and a class project. Intrigued, you read further about the 
class project. You and four other classmates must thoroughly analyze a company’s 
operations. You will make recommendations about the company’s financial picture, 
human resources, product lines, competitive advantage, and strategic direction. The 
group must turn in a report of no less than fifty pages, double-spaced, and make a 
thirty-minute class presentation about your suggested turnaround. The report and pre- 
sentation account for 75 percent of the course grade, and each team member will 
receive the project grade. Do you think it’s fair? Is there too much riding on the efforts 
of others? Welcome to the world of team-based compensation. 


Executive Compensation Programs 


Today’s dynamic organizations place much more emphasis on involving employees 
in most relevant aspects of the job. When organizations group employees into teams 
and empower them to meet goals, teams reap the benefits of their productive effort. 
That is, team-based compensation plans are tied to team-based performance.” 

Under a team-based compensation plan, team members who work on achieving— 
and in many cases, exceeding—established goals often share equally in the rewards 
(although, in the truest sense, teams allocate their own rewards). Providing for fair 
treatment of each team member encourages group cohesiveness.*! Yet this does not 
occur overnight. Rather, it requires several key components. For instance, effective 
teams have a clear purpose and goals. They understand what is expected of them and 
that their effort is worthwhile.” Teams also need the necessary resources to complete 
their tasks. Because their livelihood may rest on accomplishing their goals, a lack of req- 
uisite resources may doom a team effort before it begins. Finally, mutual trust among 
the team members is critical. They must respect each other, effectively communicate 
with one another, and treat each member fairly and equitably. Failure here may erect 
serious obstacles that defeat the sense of purpose group cohesiveness can foster. 


Executive Compensation Programs 


Executive compensation has drawn special attention as citizens, stockholders, and con- 
gress expressed outrage over high salaries and bonuses paid to executives at troubled 
financial giants AIG, Freddie and Fannie Mac, Merrill Lynch, and Citigroup in 2008. Exec- 
utive pay has risen from about twenty-four times the salary of an average worker in 1965 
to over four hundred times the pay of the average worker in 2005. From 1995 to 2005, 
executive pay rose five times faster than employee pay.” In 2008, however, executive com- 
pensation fell for the first time in five years in response to worsening economic conditions 
and falling stock prices. In response to criticism of bonuses for executives of companies 
receiving federal bailout money, President Barack Obama announced in early 2009 that 
executives of companies receiving bailout money would have salaries capped at $500,000. 

Executives frequently operate under bonus and stock option plans that can dra- 
matically increase their total compensation. A senior executive at BestBuy, Limited 
Brands, Cisco Systems, Occidental Petroleum, or Johnson & Johnson can, in a good 
year, earn total compensation packages upwards of $50 million.“ We want to briefly 
look at how such compensations come about and why. Executives also receive 
perquisites (called perks) or special benefits that others do not. What are these, and how 
do they impact on executive motivation? 


Salaries of Top Managers 


It is well known that executives in the private sector receive considerably higher com- 
pensation than their counterparts in the public sector. Mid-level executives regularly 
earn base salaries of $150,000 to $225,000; the CEO of a billion-dollar corporation can 
expect a minimum total compensation package in excess of $25 million, and base 
salaries of $1 million or more are not unusual among senior management of Fortune 
100 firms. In 2007, for instance, the average cash compensation (salary plus annual 
bonus) for executives in U.S. corporations was above $3 million.” Their average total 
compensation was nearly $13 million. Management superstars, like top athletes in pro- 
fessional sports, are wooed with signing bonuses, interest-free loans, performance 
incentive packages, and guaranteed contracts. Of course, as in the case of athletes, some 
controversy surrounds the large dollar amounts paid to these executives (see Ethical 
Issues in HRM).°° 


Supplemental Financial Compensation 


Most of the CEO compensation packages we’ve discussed so far include their total 
compensation—base salary plus bonuses and stock options. Bonuses and stock 
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team-based compensation 
Pay based on how well the team 
performed. 
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ETHICAL ISSUES IN HRM 


Are U.S. Executives Overpaid? 


Are we paying U.S. executives too much? Is an av- 
erage salary in excess of $120 million justifiable? 
In any debate, there are two sides to the issue. 
Support for paying this amount points to the fact 
that these executives have tremendous organiza- 
tional responsibilities. They not only have to manage the orga- 
nization in today’s challenging environment, they must keep it 
moving into the future. Their jobs are not 9-to-5, but often ten 
to fourteen hours a day, six to seven days a week. If jobs are eval- 
uated on the basis of skills, knowledge, abilities, and responsi- 
bilities, executives should be highly paid.** 
Furthermore, there is the issue of motivation and retention." 
If you want these individuals to succeed and stay with the com- 
pany, you must provide a compensation package that motivates 
them to do so. Incentives based on various measures also provide 
the impetus for them to excel.*” Finally, executive salary is a func- 
tion of supply and demand. Boards are willing to pay lucrative 
compensation packages to CEOs who possess such scarce skills 
and talent that enable them to provide returns to stockholders.“ 


mance.’ Even when profits are down, many executives are 
paid handsomely. In fact, American company executives are 
some of the highest-paid in the world. Additionally, when 
performance problems lead to dismissal, some executives are 
paid phenomenal severance packages. For example, in the 
year prior to the collapse of their organizations, the CEOs of 
Lehman Bros., Merrill Lynch and Bear Stearns all made over 
$40 million. These CEOs were in charge of the most troubled 
financial firms in the country and still took home huge 
salaries plus golden parachutes that provided a financial 
cushion to take the sting out of unemployment.’ U.S. execu- 
tives make two to five times the salaries of their foreign coun- 
terparts—even though some executives in Japan-based orga- 
nizations perform better. Finally, the U.S. CEOs make more 
than 500 times as much as the average employee.“ 

Do you believe that U.S. executives are overpaid? What’s 
your opinion? Would performance suffer if compensation of 
U.S. executives is brought more in line with salaries paid to for- 
eign counterparts? 


On the other hand, most of the research done on execu- 
tive salaries questions the linkage of compensation to perfor- 


options dramatically increase the total compensation that executives receive. Much 
of this additional compensation is obtained through a deferred bonus—that is, the 
executive’s bonus is computed on the basis of a formula, usually taking into account 
increases in sales and profits. This bonus, although earned in the current period, may 
be distributed over several future periods. Therefore, it is not unusual for an executive 
to earn a $1 million bonus but have it paid out at $50,000 a year for twenty years. The 
major purpose of such deferred compensation is to increase the cost to the executive 
of leaving the organization. In almost all cases, executives who voluntarily terminate 
their employment must forfeit their deferred bonuses. One of the main reasons why 
there are so few voluntary resignations among the ranks of senior management is 
that these executives would lose hundreds of thousands of dollars in deferred 
income. 

Interestingly, another form of bonus, the hiring bonus, has arisen in the past 
decade, purposely designed to help senior executives defray the loss of deferred income. 
It is now becoming increasingly popular to pay senior executives a hiring bonus to 
sweeten the incentive for them to leave their current employer and forfeit their deferred 
bonuses and pension rights. These bonuses often do provide deferred income to com- 
pensate for loss of pension rights. 

Stock options also have been a common incentive offered to executives. They 
generally allow executives to purchase, at some time in the future, a specific amount 
of the company’s stock at a fixed price. Under the assumption that good management 
will increase the company’s profitability and therefore the price of the stock, stock 
options are viewed as performance-based incentives. It should be pointed out, how- 
ever, that the use of stock options is heavily influenced by the current status of the tax 
laws. In recent years, tax reform legislation has taken away some of the tax benefits 
that could accrue through the issuance of stock options. The success, however, of 
these changes to curb CEO compensation is limited at best. Deferred pay and supple- 
mental retirement plans appear to be vehicles that skirt around the legalities of tax 
regulations.** 


How much is an executive worth? At 
Oracle, it’s a lot. In 2008, founder and 
CEO, Larry Ellison, received more than $84 
million in total compensation including 
bonuses and stock options. (Source: 
Reuters/Jean-Paul Pellisier/Landov) 


International Compensation 


Supplemental Nonfinancial Compensation: Perquisites 


Executives are frequently offered a variety of perquisites not offered to other employees. 
The logic of offering these perquisites or perks, from the organization’s perspective, is 
to attract and keep good managers and motivate them to work hard in the organiza- 
tion’s interest. In addition to the standard benefits offered to all employees (see Chap- 
ter 12), some benefits are reserved for privileged executives. Popular perks include the 
payment of life insurance premiums, club memberships, company automobiles, liberal 
expense accounts, supplemental disability insurance, supplemental retirement accounts, 
postretirement consulting contracts, and personal financial, tax, and legal counseling. 
Some also may be given mortgage assistance. 

A benefit for top executives that gained popularity in the 1980s and continues 
today is the golden parachute. The golden parachute was designed by top executives as 
a means of protecting themselves if a merger or hostile takeover occurred. These para- 
chutes typically provide either a severance salary to the departing executive or a guar- 
anteed position in the newly created (merged) operation. The concept here is to provide 
an incentive for the executive to stay with the company and fight the hostile takeover— 
rather than leave the organization. 


International Compensation 


Probably one of the most complex functions of international HRM is the design and 
implementation of an equitable international compensation program." The first step 
in designing an international compensation package is to determine if one policy will 
apply to all employees or if parent-country nationals (PCNs), host-country nationals 
(HCNs), and third-country nationals (TCNs) will be treated differently. Currently, Amer- 
ican PCNs and HCNs are commonly treated separately, often also differentiating 
among types of expatriate assignments (temporary or permanent transfer) or 
employee status (executive, professional, or technical). It is also necessary to thor- 
oughly understand the statutory requirements of each country to ensure compliance 
with local laws. International compensation packages in the United States generally 
use the balance-sheet approach, which considers four factors: base pay, differentials, 
incentives, and assistance programs. 


Base Pay 


Ideally, this equals the pay of employees in comparable jobs at home, but the range of 
pay scales in most countries is far narrower than in the United States. Thus, whereas a 
middle manager in a U.S. factory might earn $75,000 a year, the same manager in Ger- 
many might earn the equivalent of $110,000. However, the U.S. higher-level executive 
might earn $500,000 and her counterpart in Germany only the equivalent of $150,000. 
How can human resource managers satisfy the middle manager who earns a third less 
than the counterpart where he works, while also satisfying the German executive who 
earns less than her U.S. counterpart? 

In addition to fairness among overseas employees, foreign currencies and laws 
must be considered. Should expatriates be paid in U.S. dollars or the local currency—or 
a combination of the two? How does the organization deal with changes in currency 
values? Do restrictions apply to either bringing in or taking out dollars or the local cur- 
rency? If so, how are savings handled? Should salary increases follow the same stan- 
dards as those established for domestic employees or local standards? Does the expatri- 
ate pay U.S. or foreign income taxes? 

Taxation is a major factor in calculating equitable base pay rates. Where substantial 
differences exist in tax rates—for instance in Sweden, where income taxes are about 50 
percent—will the base pay be adjusted for the actual loss of net income? The U.S. State 
Department has negotiated agreements with every country to determine where income 
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perquisites 

Attractive benefits, over and above a 
regular salary, granted to executives, 
also known as “perks.” 


golden parachute 

A financial protection plan for execu- 
tives in case they are severed from the 
organization. 


If you've just been sent to Bonn, 
Germany, by your company, your 
compensation will need adjustment. In 
the United States, you've been paying 
nearly $2.00 a gallon for gas, but in 
Germany, it’s about 1.15 euros per liter, 
or about $5.50 a gallon in U.S. dollars. 
That difference can change a personal 
budget rather quickly. (Source: Hannelore 
Foerster/Bloomberg News/Landov) 
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DID YOU KNOW? 


Compensation in a Global Environment 


Although similarities do exist, there are major Russia $1,747 
differences between compensation practices in El Salvador $1,752 but varies by industry 
developed countries. Below is a comparison of Japan $10,692 but varies by state 
minimum wage rates for the United States and United States $15,080 
several other countries. France $17,363 
Australia $19,260 
Minimum Wage Rate as United Kingdom $21,262 
Country Annual Salary 
Germany No minimum wage ; 
ae Source: International Monetary Fund “World Economic Outlook Database,” 
Sweden No minimum wage fs 
’ Ale at www.imf.org (April 2008 edition). 
Singapore No minimum wage 
Vietnam $1,255 


will be taxed, but the protection of income from foreign tax rates creates new adminis- 
trative requirements for the organization. Almost all multinational corporations have 
some tax protection plan so that the expatriate pays no more taxes than if she were in 
her home country. 


Differentials 


The cost of living fluctuates around the world, and the value of the dollar to foreign 
currencies affects prices. For example, if a gallon of regular unleaded gasoline (in USD) 
in the United States were $2.25; in England it might be equivalent to $5.83; and in 
Hong Kong, $6.24. Differentials offset the higher costs of overseas goods, services, and 
housing. The State Department, which has employees in almost every country in the 
world, publishes a regularly updated comparison of global costs of living used by most 
multinational corporations for providing differentials to maintain the standards of liv- 
ing the expatriate would enjoy if he or she were home.°° 


Incentives 


Not all employees are willing to leave family, friends, and the comfort of home support 
systems for long periods of time. Thus, mobility inducements to go on foreign assign- 
ments are regularly offered. These may include monetary payments or services, such as 
housing, a car, chauffeur, and other incentives. But companies must decide how a hard- 
ship premium should be paid. As a percent of salary? In a lump-sum payment? In home 
or foreign currency? If foreign housing is provided, what happens to the vacant home 
back in the United States or to the family housing situation when they eventually return? 
Incentives require careful planning before, during, and after the overseas assignment.” 


Assistance Programs 


As with any relocation, the overseas transfer requires many expenditures for the 
employee’s family. Some assistance programs commonly offered by multinational cor- 
porations include household goods shipping and storage; major appliances; legal clear- 
ance for pets and their shipment; home sale/rental protection; automobile protection; 
temporary living expenses; travel, including prerelocation visits and annual home 
leaves; special/emergency return leaves; education allowances for children; club mem- 
berships (for corporate entertaining); and security (including electronic systems and 


bodyguards), if necessary. 


Demonstrating Comprehension 


Clearly, the design of a compensation system for employees serving overseas is 


complex and requires enormous administrative expertise, particularly when an organi- 
zation has expatriates posted in forty or fifty different countries. 


Summary 


(This summary relates to the Learning Outcomes identified on page 260.) After having 
read this chapter, you can 


1. 


Explain the various classifications of rewards. Rewards can be classified as (1) 
intrinsic or extrinsic, (2) financial or nonfinancial, or (3) performance-based or 
membership-based. 

Discuss why some rewards are considered membership-based. Some rewards 
are membership-based because one receives them for belonging to the organiza- 
tion. Employee benefits are an example of membership-based rewards, in that every 
employee receives them irrespective of performance levels. 

Define the goal of compensation administration. Compensation administra- 
tion seeks to design a cost-effective pay structure that will not only attract, moti- 
vate, and retain competent employees but also seem fair to them. 

Discuss job evaluation and its three basic approaches. Job evaluation systemat- 
ically determines the value of each job in relation to all jobs within the organiza- 
tion. The three basic approaches to job evaluation are (1) the ordering method, (2) 
the classification method, and (3) the point method. 

Explain the evolution of the final wage structure. The final wage structure 
evolves from job evaluation input, compensation survey data, and the creation of 
wage grades. 

Describe competency-based compensation programs. Competency-based com- 
pensation views employees as a competitive advantage in the organization. Com- 
pensation systems are established in terms of employee knowledge, skills, and 
demonstrated behaviors. Possession of these three factors is evaluated and compen- 
sated according to a broad-banded salary range established by the organization. 
Discuss why executives receive significantly higher salaries than other 
employees in an organization. Executive compensation is higher than that of 
rank-and-file personnel and also includes other financial and nonfinancial bene- 
fits not otherwise available to operative employees. This is done to attract and 
retain executives and motivate them to higher performance levels. 

Identify the balance-sheet approach to international compensation. The balance- 
sheet approach to international compensation takes into account base pay, differen- 
tials, incentives, and assistance programs. 


Demonstrating Comprehension 


QUESTIONS FOR REVIEW 


Contrast intrinsic and extrinsic rewards. 

How do financial and nonfinancial rewards differ? 

What is a membership-based reward? How does it differ from a performance-based 
reward? 

What is compensation administration? What does it entail? 

How do governmental influences affect compensation administration? 

What is job evaluation? Discuss the three basic methods of job evaluation. 

What are the advantages and disadvantages of (a) individual incentives, (b) group 
incentives, and (c) organization-wide incentives? 

What is broad-banding and how does it work? 
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Key Terms 


broad-banding 

classification 
method 

compensation 
administra- 
tion 

compensation 
surveys 

competency- 
based 
compensation 

Equal Pay Act of 
1963 


exempt 
employee 
extrinsic 
rewards 
Fair Labor 
Standards 
Act 
(FLSA) 
golden 
parachute 
group 
incentive 
IMPROSHARE 


individual 
incentive 
plans 
intrinsic rewards 
job enrichment 
merit pay 
nonexempt 
employee 
ordering 
method 
organization- 
wide 
incentive 


pay-for- 
performance 
programs 
performance- 
based 
rewards 
perquisites 
point 
method 
Scanlon Plan 
team-based 
compensation 
wage structure 


Working with a Team: Understanding Incentive Plans 
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Linking Concepts to Practice DISCUSSION QUESTIONS 


1. Would you rather work for an organization where everyone 
knows what others are earning or an organization where this 
information is kept secret? Why? 

2. “Subjectivity can be successfully removed from the compensa- 
tion administration process.” Build an argument for and 
against this statement. 


3. Team compensation allows some individuals to work 
harder than others, yet receive the same pay. Do you agree 
or disagree? Defend your position. 

4. “U.S. executives earn every dollar of their pay. People who 
complain about these people earning millions are just envious 
that they are not being paid at that level.” Build an argument 
for and against this statement. 


Developing Diagnostic and Analytical Skills 


Case Application 11: RETHINKING COMPENSATION AT FIRST MERIT BANK 


Christopher Maurer, executive vice president for human resources at 
FirstMerit Bank headquartered in Akron, Ohio, needed to solve a 
major problem in one of his departments. This particular depart- 
ment had forty-eight employees whose job included processing cus- 
tomer checks. Their job required them to input every customer’s 
check accurately with correct account numbers and dollar amounts 
in a timely manner. Unfortunately, they were failing to do either task 
correctly. Incorrect inputting caused customer satisfaction to 
decrease. And lateness resulted in penalties from the federal govern- 
ment bank overseers.>° 

The employees in the check-proofing department all had less 
than two years of experience on the job. That is, this department has 
experienced a 100 percent turnover every two years. Loyalty in this 
department did not exist, which was creating a big problem for 
FirstMerit. Starting salaries for these employees was approximately 
$9 per hour. Employees and bank officials recognized that the job 
was monotonous. Employees would spend hours a day typing writ- 
ten amounts on checks into their computers so the checks could be 
processed. But there was an expectation that although accuracy was 
paramount, speed was important, too—and employees felt that 
their pay was not consistent with the expectations of their jobs. 
Meeting the dual goal of speed and accuracy was something bank 
officials wanted to achieve, while at the same time they wanted to 
find a way to encourage employee loyalty. After studying the situa- 
tion, Maurer believed that implementing a pay-plan that provided 
incentives for faster and more accurate processing would move the 
organization toward meeting its department goal. 

FirstMerit’s program was relatively simple. Relying on the same 
computers employees were working on, employees would be evalu- 
ated on their speed and accuracy. Through an extensive analysis, 


bank officials determined that the minimum level of acceptable per- 
formance would be 10,000 keystrokes an hour. Those who exceeded 
10,000 keystrokes an hour would receive extra pay—or pay for per- 
formance. 

Since this plan was implemented, the bank has reduced the 
number of employees in the department from forty eight to twenty- 
seven. Of the twenty-seven remaining employees, one averages $23 
per hour, nine earn $20 per hour, thirteen are in the $15 to $19 per 
hour range, and four are performing at the minimum acceptable 
level. Overall, twenty-two of the twenty-seven employees in the 
department earn in excess of $15 per hour—nearly double the base 
rate. As a result, employee morale has increased significantly as the 
performers feel like they are being compensated for their hard work. 
For the bank, turnover has dropped to zero; no one has left or 
needed to be hired in the department in more than three years. Cus- 
tomer satisfaction has also increased. And productivity is up, which 
is remarkable given that the department has had a 44 percent staff 
reduction. Because of this success, FirstMerit is looking at ways to 
roll out similar pay systems for other parts of the bank. 


Questions: 


1. Explain the type of compensation system that best describes 
the pay plan at FirstMerit and why it increased employee per- 
formance. 

2. Discuss whether intrinsic rewards might have been used to 
increase employee performance in the check processing 
department. 

3. Could the same results be achieved by using a lower base 
salary and piecework plan? Explain which would be more 
effective and why. 


Working with a Team UNDERSTANDING INCENTIVE PLANS 


As a team, schedule a fifteen-minute interview with a compensation 
specialist in the human resources department of your employer, col- 
lege, university, hospital, or other organization to ask the following 


questions. Summarize your results in a one- to two-page report for 
your team to present to your class in a five-minute presentation. 
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You may also want to develop a comparison chart based on your 3. 


team’s results. 


4. 


1. Could you share a brief job description of a compensation 
specialist? 

2. Do you participate in wage surveys? Can you provide results 
of a recent survey or samples of types of questions asked? 


What factors do you consider in developing compensation 
surveys? 

What types of plans, if any, does your organization use to pro- 
vide incentive to employees? How is each plan implemented, 
and how successful has it been? 


Learning an HRM Skill PAY-FOR-PERFORMANCE GOAL SETTING 


About the skill Employees should have a clear understanding of 
what they're attempting to accomplish. Furthermore, as a supervi- 
sor, you must see that this task is achieved by helping your employ- 


ees set work goals. This appears to be common sense, but it doesn’t 4. 


always happen. Setting pay-for-performance objectives is a skill that 
every manager needs to perfect. You can better facilitate this process 


by following these guidelines: 


1. Identify an employee’s key job tasks. Goal setting begins by 
defining what you want your employees to accomplish. The 
best source for this information is each employee’s job 
description. 

2. Establish specific and challenging goals for each key task. Iden- 
tify the level of performance expected of each employee. Spec- 
ify a target for employees to hit. Specify deadlines for each 
goal to reduce ambiguity, but do not set them arbitrarily. 
Make them realistic given the tasks to be completed. 

3. Allow employees to actively participate. Employees who partici- 
pate in goal setting are more likely to accept the goals. However, 


Enhancing Your Communication Skills 


5. 


6. 


it must be sincere participation. That is, employees must per- 
ceive that you truly seek their input and are not just going 
through the motions. 

Set priorities. When you give someone more than one goal, be 
sure to rank the goals in order of importance. Setting priori- 
ties encourages employees to take action and expend effort on 
each goal in proportion to its importance. Rate goals for diffi- 
culty and importance, not to encourage people to choose easy 
goals, but so that individuals can receive credit for trying diffi- 
cult goals, even if they don’t fully achieve them. 

Build in feedback mechanisms to assess goal progress. Feedback 
lets employees know whether their level of effort is sufficient 
to attain the goal. Feedback should be both self- and supervi- 
sor-generated. In either case, feedback should be frequent and 
recurring. 

Link rewards to goal attainment. It’s natural for employees to 
ask, “What’s in it for me?” Linking rewards to achieving goals 
will help answer that question. 


1. Develop a pay-for-performance system for professors at your 
college or university. Explain how you would evaluate and 
reward performance. 


2. Develop a two- to three-page paper on the advantages and 4. 


disadvantages of competency-based compensation programs. 
Use specific examples where appropriate. 

3. “Some suggest that women executives in major U.S. corpora- 
tions earn less than their male counterparts.” Build an 
argument that this statement helps confirm the continued 
existence of the glass ceiling. Next, show how the statement 


indicates that the glass ceiling has “shattered.” End your 
paper with your conclusion supporting one side of the argu- 
ment or the other. 

Working on a team project in class is somewhat similar to 
working on a team in an organization. Assume your professor 
gave you the opportunity to develop a “team” reward 
(grading) procedure for your class project. Indicate what 

that grading procedure would look like and how you would 
implement it to maximize the benefits to (a) your learning 
and (b) your reward. 


286 


Chapter 12 


Employee Benefits 


Learning Outcomes 


After reading this chapter, you will be able to 
1 Discuss why employers offer benefits to their employees. 


2 Contrast Social Security, unemployment compensation, and workers’ 
compensation benefits. 


3 Identify and describe the major types of health insurance options. 


4 Discuss the important implications of the Employee Retirement Income 
Security Act. 


Outline and describe major types of retirement programs organizations offer. 
Explain the reason companies offer vacation benefits to their employees. 


Describe the purpose of disability insurance programs. 


on & ol 


List the various types of flexible benefit option programs. 


ichelle Morse was junior at 

Plymouth State College in 

New Hampshire when she 
was diagnosed with colon cancer. Know- 
ing that cancer treatments would make 
it difficult for her to take a full load of 
classes, her doctors recommended that 
she take a medical leave of absence from 
college until she was well enough to 
return. Michelle and her family were 
shocked to learn that she could only be 
covered under her family’s health plan if 
she was a full-time student. Her mother 
could continue her coverage, but she 
would have to pay an additional $550 
each month, bringing the family’s 
monthly premium to $1,100." 

Knowing that the family could not 
afford the additional expense, Michelle 
and her family met with university 
administration to develop a plan to 
enable Michelle to maintain her full- 
time student status while undergoing 
cancer treatment. Throughout her 
treatment, Michelle and her mother 
lobbied the New Hampshire legislature 
to pass a bill requiring health insur- 
ance companies to continue coverage 
for college students who were required 
to take leaves of absence due to med- 
ical reasons. Michelle graduated from 
college, but lost her battle with cancer 
at age twenty-two in November of 
2005. The New Hampshire legislature 
passed a law in June of 2006 that 
allows college students to take up to 
twelve months of medical leave without 
losing health insurance coverage.” 

In 2008, President Bush signed 
Michelle’s Law, named in her honor, 
requiring health plans to continue cov- 


erage for up to a year for dependent 


children at post secondary educational 
institutions who must take leave for 
medical reasons. The most common 
reasons students take leave from college 
are mental disorders, major illnesses 
such as cancer, drug and alcohol-related 
problems, and serious trauma. Young 
adults ages nineteen through twenty- 
nine account for over 13 million of the 
47 million adults without health cover- 
age.” They often lose their health insur- 
ance when they become ineligible to 
continue on their parent’s policy. This 
can happen after high school gradua- 
tion, college graduation, or at age nine- 
teen, depending on state law. Getting 
individual coverage for these young 
adults is often difficult. Entry level and 
part-time jobs frequently do not include 


health insurance benefits. 


Michelle’s mother, AnnMarie 
Morse, explains “some people have 
asked me if it would have made a dif- 
ference if Michelle got to take a leave 
of absence, and my response is ‘we 
will never know.’ I know Michelle 
never wanted anyone to have to face 
the same choice she did, which was 
to remain in school full-time to keep 
the insurance or leave school to treat 
a serious illness or injury and lose 
your insurance when you need it the 
most.”* 

At least thirty states now have 
passed laws that extend insurance cov- 
erage for young adults whether or not 
they are still in school. You can check 
on the laws in your state on the 
National Conference of State Legisla- 


tures Web site at www.ncsl.org. 


(Source: Photo courtesy AnnMarie Morse, www.michelleslaw.com) 
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employee benefits 
Membership-based, nonfinancial re- 
wards offered to attract and keep 
employees. 


Chapter 12 Employee Benefits 


Introduction 


When an organization designs its overall compensation program, a critical area of con- 
cern is what benefits to provide. Today’s workers expect more than just an hourly wage 
or a salary; they want additional considerations that will enrich their lives. These con- 
siderations in an employment setting are called employee benefits. 

Employee benefits have grown in importance and variety over the past several 
decades. Employers realize that benefits attract qualified applicants, affect whether 
applicants accept their employment offers or, once employed, decide to stay with the 
organization. Benefits, therefore, are necessary components of an effectively function- 
ing compensation program. Nearly two-thirds of workers indicate that their benefits 
are an important reason they stay with their current employer and are satisfied with 
their jobs.° Benefits offer important financial advantages and security that would be 
difficult or prohibitively expensive for employees to acquire on their own. For example, 
it’s possible for employees to purchase medical or life insurance on their own, but the 
group plans offered through an employer provide substantial price advantages. 
Employer-provided group plans can also offer waivers of medical examinations for 
insurance; guaranteed issuance of policies, regardless of preexisting medical condi- 
tions; and portability of the policy if the employee leaves the employer. 

The irony, however, is that although benefits must be offered to attract and retain 
good workers, benefits as a whole do not directly affect a worker’s performance.° Bene- 
fits are generally membership-based, offered to employees regardless of their perfor- 
mance levels. This does not seem logical business practice, but evidence indicates that 
inadequate benefits and services for employees may contribute to employee dissatisfac- 
tion and increased absenteeism and turnover.” Accordingly, the greatly negative effect 
of failing to provide adequate benefits prompts organizations to spend tens of billions 
of dollars annually to ensure valuable benefits for each worker. 

Federal legislation, labor unions, and the changing workforce have all led to 
growth in benefit offerings. Today’s organizational benefits are more widespread, more 
creative, and clearly more abundant. As indicated in Exhibit 12-1, employee benefits are 
designed to ensure value for each worker. 


Costs of Providing Employee Benefits 


Because the cost of employing workers includes both direct compensation and corre- 
sponding benefits and services, the growth in both benefits and services has resulted in 
dramatic increases in labor costs to organizations. How large are those costs? The 
Employee Benefit Research Institute estimates that U.S. employers spend over $1.4 trillion 
dollars each year on employee benefits. The Bureau of Labor statistics reports that in 
2008, benefit costs for employers averaged $8.74 per hour worked and accounted for 
over 30 percent of total compensation as illustrated in Exhibit 12-2.8 This creates a 
challenge for employers as they attempt to control costs. 

Employers have also found that benefits present attractive areas of negotiation 
when large wage and salary increases are infeasible. For example, if employees were to 
purchase life insurance on their own, they would have to pay for it with net dollars, that 
is, with what they have left after paying taxes. If the organization pays for it, the benefit 
is nontaxable (premiums paid on insurance up to $50,000) for each employee.” 


Contemporary Benefits Offerings The number and types of benefits offered have 
increased dramatically, as have their costs. What has triggered the sweeping changes in 
benefits offerings that will carry us into the future? The answer to that question lies in 
part in the demographic composition of the workforce. 

Benefits offered to employees reflect many trends in our labor force. Dual-career 
couples, singles, singles with children, and individuals caring for their parents (elder 
care) must be considered. Equally important is the topic of benefit coverage for a 
worker’s significant other: domestic partner benefits. Domestic partner benefits typically 


Introduction 


Medical care | 

Dental | 

Vision | 

Defined benefits | 
Defined contributions 


Wellness programs | 
Employee assistance | 
Fitness center | 

Child care | 
Long-term care | 
Adoption assistance | 


Holidays 
Vacations | 
Personal leave | 
Funeral leave | 
Jury duty leave | 
Military leave 
Sick leave | 


Job-related travel assistance 
Educational assistance | 

Life insurance | 

Short-term disability insurance 
Long-term disability insurance | 


Percent 


I Health Insurance [fj Retirement Plans I| Health Promotion Programs 


J Family Benefits [F| Paid Time Off I| Miscellaneous 


Source: U.S. Department of Labor, U.S. Bureau of Labor Statistics, “National Compensation Survey: 
Employee Benefits in Private Industry in the United States,” March 2008. 


Retirement & Savings 
4% 


Supplemental Pay 
3% 


Source: U.S. Department of Labor, U.S. Bureau of Labor Statistics, 
“National Compensation Survey: Employee Benefits in Private Industry in 
the United States,” March 2008. 
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Exhibit 12-1 
Major Employee Benefits (Percent 
of Employees Participating) 


Employers offer a wide variety of 
employee benefits, but as you can see 
here, the packages of benefits they offer 
varies widely. 


Exhibit 12-2 

Total Compensation: Where Does 
the Money Go? 

Salaries paid to employees are only about 
70 percent of compensation costs. The 
other 30 percent is the cost of required 
and voluntary benefits. 
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ETHICAL ISSUES IN HRM 


Chapter 12 Employee Benefits 


Domestic Partner Benefits 


Health insurance benefits are a traditional of- fits for significant others. Although many companies volun- 
fering to employees and their immediate fami- tarily offer domestic partner benefits to their employees, it 
lies. However, the definition of family has been is just that—voluntary. Currently, nearly half of the Fortune 
changing in American society. Living arrange- 500 companies offer such benefits.'! Companies are not 
ments, either heterosexual or homosexual, dif- legally required to do so, and if they do not, they are not act- 
fer today from those in any other time in our history. As a re- ing in a discriminatory manner. 
sult, many employees are demanding the same opportunities Should companies offer benefits to domestic partners of 
as married counterparts for medical coverage and other bene- employees? What is your opinion? 


domestic partner benefits 
Benefits offered to an employee's live- 
in partner. 


legally required benefits 
Employee benefits mandated by law. 


Social Security 

Retirement, disability, and survivor ben- 
efits paid by the government to the 
aged, former members of the labor 
force, the disabled, or their survivors. 


include medical, dental, or vision coverage for an employee’s live-in partner—whether or 
not that live-in partner is of the opposite sex (see Ethical Issues in HRM). Nearly half of 
all Fortune 500 companies offer such benefits.1° 

Today’s organizations must satisfy the diverse benefit needs of their employees. 
Consequently, they adjust benefit programs to reflect a different focus to achieve the 
goal of “something of value” for each worker. Deciding which benefits to offer can be 
difficult because of the wide variety of benefits available. Employers need to be careful 
to get the most value out of every penny spent on benefits. The best way for an employer 
to determine what benefits are most valuable to employees is to ask them! HR profes- 
sionals periodically perform needs assessments that determine which benefits are pre- 
ferred by their employees. Employees appreciate the opportunity to have input into 
their benefit package. 

Putting together a benefits package involves two issues: (1) what benefits must be 
offered by law and (2) what benefits and services will make the organization attractive 
to applicants and current workers. First, we'll explore legally required benefits. 


Legally Required Benefits 


U.S. organizations must provide certain benefits to their employees regardless of 
whether they want to or not, and they must be provided in a nondiscriminatory man- 
ner. With a few exceptions, hiring any employee requires the organization to pay Social 
Security premiums,” unemployment compensation, and workers’ compensation. 
Additionally, any organization with fifty or more employees must provide family and 
medical leave. Companies either pay premiums associated with many of these legally 
required benefits or share costs with employees (as in the case of Social Security) to 
provide each employee with some basic level of financial protection at retirement or ter- 
mination or as a result of injury. These benefits provide a broad range of personal 
financial security when an employee is unable to work, either temporarily or perma- 
nently. It’s important to understand each of these four important programs. 


Social Security 


Social Security provides a source of income for American retirees, disabled workers, 
and surviving dependents of workers who have died. Social Security also provides some 
health insurance coverage through the federal Medicare program. In 2007, Social Secu- 
rity paid out $585 billion to more than 50 million eligible workers in the United 
States. 13 

Social Security insurance is financed by employee contributions matched by the 
employer and computed as a percentage of the employee’s earnings. In 2009, for 
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instance, the rate was 12.4 percent (6.2 percent levied on both the employee and the 
employer) of the worker’s earnings up to $106,800 or a maximum levy of $6,621.60 for 
each group. Additionally, 2.9 percent is assessed for Medicare on all earned income. 
Similar to Social Security, employer and employee split this assessment, paying 1.45 
percent each in payroll taxes. 14 There is no maximum earnings for the Medicare portion 


of Social Security. 


Workers must earn forty credits to be eligible for Social Security Retirement bene- 
fits. Workers can earn credits for each $1,090 they earn, with a maximum of four credits 
earned ina year.’ Prior to 1983, employees became eligible for full benefits at age sixty- 
five. With revisions to Social Security laws, those born in 1938 and thereafter must wait 


longer before receiving full retirement benefits.° 


Keep in mind, however, that Social Security is not intended to be employees’ sole 
source of retirement income. Social Security benefits vary, based on the previous year’s 
inflation, additional earnings, and recipient age. For 2009, the maximum monthly 
Social Security retirement check was $2,323. Given longer life expectancies, and a desire 
to maintain their current standards of living, workers today are expected to supplement 
Social Security with their own retirement plans. This is true whether or not Social Secu- 


rity will still be around in the year 2041. 


Unemployment Compensation 


Unemployment compensation laws provide benefits to employees who meet the 
following conditions: they are without a job, have worked a minimum number of 
weeks, have applied to their state employment agency for unemployment compensa- 


unemployment compensation 
Employee insurance that provides 
some income continuation in the 
event an employee is laid off. 


tion, have registered for available work, and are willing and able to accept any suitable 
employment offered them through their state unemployment compensation com- 
mission. Unemployment compensation is designed to provide an income to individ- 
uals who have lost a job through no fault of their own (for example, layoffs or plant 
closing). Being fired from a job, however, may result in a loss of unemployment com- 


pensation rights. 


Look Out for the Silver Tsunami 


(Source: © Sam Woolfe/AP/Wide World Photos) 


The U.S. is bracing for the Silver Tsunami, but this tidal wave 
won’t wreak havoc on our coastlines. This tsunami is heading 
directly for our Social Security system, and if precautions are not 
taken soon, it could possibly wipe it out by 2041.'7 

The first ripple of the Silver Tsunami arrived in February of 
2008 when a retired seventh-grade teacher named Kathleen 
Casey-Kirschling received her first Social Security check. Casey- 


DID YOU KNOW? 


Kirschling was born one second after midnight on January 1, 
1946, and became the nation’s first “Baby Boomer,” the nick- 
name given to the large part of the U.S. population born in the 
years following World War II. 

It is estimated that for the next twenty years, 10,000 Ameri- 
cans each day will become eligible for social security.'® Social 
Security commissioner Michael Astrue says there is “no reason 
to have any immediate panic . . . the funds are solvent through 
2041.” What about after that? Today’s college students will be 
facing retirement somewhere around 2055. Social security pre- 
dicts that as soon 2017, the fund will be paying out more in ben- 
efits than it receives in taxes. We all know that trouble looms 
when we spend more than we earn. Lawmakers have discussed 
several ways to fix the problem, but the tough measures neces- 
sary for any permanent solution haven’t received much biparti- 
san support in Congress. 

Casey-Kirschling is confident that Congress will eventually 
take responsibility to fix the problem. “I do think they will come 
up a solution,” she said. Millions of Americans following her into 
retirement hope she’s right. 
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How does this couple manage their 
retirement? Years ago, some believed that 
Social Security was the answer. But with 
life expectancy increasing and looming 
insolvency of the Social Security trust fund, 
that's not the case any more. In fact, 
Social Security was never meant to be a 
sole source of retirement funds. Rather, 

it was supposed to provide additional 
income for retirees, disabled workers, and 
surviving dependents of workers who 
have died. (Source: Christopher 
Bissell/Stone/Getty Images, Inc.) 


workers’ compensation 
Employee insurance that provides 
income continuation if a worker is 
injured on the job. 
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Funds for paying unemployment compensation come from combined federal and 
state taxes imposed on the taxable wage base of the employer. At the federal level, the 
unemployment tax (called FUTA) is 6.2 percent on the first $7,000 of earnings of 
employees. States that meet federal guidelines are given a 5.4 percent credit, thus 
reducing the federal unemployment tax to 0.08 percent, or $56 per employee.'” 

State unemployment compensation tax is often a function of a company’s unem- 
ployment experience; that is, the more an organization lays off employees, the higher its 
rate. Rates for employers range, for example, from 0.03 to 10.3 percent of state-established 
wage bases.7° Eligible unemployed workers receive an amount that varies from state to 
state but is determined by the worker’s previous wage rate and the length of previous 
employment. Compensation is provided for only a limited period—typically, the base is 
twenty-six weeks but may be extended by the state another twenty-six weeks during 
times when unemployment runs high.” Long periods of high unemployment can 
deplete state jobless funds to the point that they run out of money, as several states have 
experienced recently. In that case, the states may borrow from the federal government’s 
unemployment trust fund. 

Unemployment compensation and parallel programs for railroad, federal govern- 
ment, and military employees cover more than 75 percent of the workforce. Major 
groups excluded include self-employed workers, employees of organizations employing 
fewer than four individuals, household domestics, farm employees, and state and local 
government employees. As past recessions have demonstrated, unemployment com- 
pensation provides stable spending power throughout the nation. In contrast to the 
early 1930s, when millions of workers lost their jobs and had no compensatory income, 
unemployment compensation provides a floor that allows individuals to continue 
looking for work while receiving assistance through the transitory period from one job 
to the next. 


Workers’ Compensation 


Every state currently has some type of workers’ compensation to compensate employ- 
ees (or their families) for death or permanent or total disability resulting from job- 
related endeavors, regardless of fault. Federal employees and others working outside 
the U.S. border are covered by separate legislation. Workers’ compensation exists to 
protect employees’ salaries and to attribute the cost for occupational accidents and 
rehabilitation to the employing organization. This accountability factor considers 
workers’ compensation costs as part of labor expenses incurred in meeting the organi- 
zation’s objectives. 

Workers’ compensation benefits are based on fixed schedules of minimum and 
maximum payments. Comprehensive disability payments are computed by considering 
the employee’s current earnings, future earnings, and financial responsibilities. 

The entire cost of workers’ compensation is borne by the organization. Its rates are 
set based on the actual history of company accidents, the type of industry and business 
operation, and the likelihood of accidents occurring. The organization, then, protects 
itself by covering its risks through insurance. Some states provide an insurance system, 
voluntary or required, for handling workers’ compensation. Some organizations may 
also cover their workers’ compensation risks by purchasing insurance from private 
insurance companies. Finally, some states allow employers to self-insure. Self-insuring— 
usually limited to large organizations—requires the employer to maintain a fund from 
which benefits can be paid. 

Most workers’ compensation laws stipulate that the injured employee will be com- 
pensated by either monetary allocation or payment of medical expenses, or a combina- 
tion of both. Almost all workers’ compensation insurance programs, whether publicly 
or privately controlled, provide incentives for employers to maintain good safety 
records. Insurance rates are computed based on the organization’s accident experience; 
hence employers are motivated to keep accident rates low. 


Voluntary Benefits 


Family and Medical Leave Act 


The last legally required benefit facing organizations with fifty or more employees is the 
Family and Medical Leave Act of 1993. Recall from our discussion in Chapter 3 that the 
FMLA was passed to provide employees the opportunity to take up to twelve weeks of 
unpaid leave each year for family or medical reasons. 


Voluntary Benefits 


The voluntary benefits offered by an organization are limited only by management’s 
creativity and budget.”” Exhibit 12-1 (see page 289) illustrates the many different bene- 
fits offered—almost all of which carry significant costs to the employer. Exhibit 12-3 
illustrates the number of employers offering benefits. Some of the most common and 
critical ones are health insurance, retirement plans, time off from work, and disability 
and life insurance benefits. Organizations work hard to put together a package of vol- 
untary benefits that will attract, motivate, and retain the most qualified employees. 
Exhibit 12-4 illustrates a very competitive package of voluntary benefits similar to 
packages found at larger telecommunications companies. 


Health Insurance 


We all have health-care needs, and most organizations today offer some health insur- 
ance coverage to their employees. This coverage has become one of the most important 
benefits for employees because of the tremendous increases in the cost of health care.”* 
Let’s look at some facts and figures on the increasing costs of health-care insurance to 
employers and employees:* 


m The average annual premiums for employer-sponsored health insurance are 
$4,704 for single coverage and $12,680 for family coverage. 

m Health insurance premiums increased 78 percent from 2001 to 2008. 

E Average employer health care costs were $193 per hour in 2008.7° 

m Health care costs are growing faster than wages. 
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Source: This information was reprinted with permission from the Henry J. Kaiser 
Family Foundation. The Kaiser Family Foundation is a nonprofit private operating 
foundation, based in Menlo Park, California, dedicated to producing and communi- 
cating the best possible analysis and information on health issues. 
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Exhibit 12-3 
How Many Employers Offer 
Health Benefits? 


The percentage of employers offering 
health benefits to employees has 
remained steady in recent years, but 
the percentage that offer health bene- 
fits to part-time workers and retirees 
has fluctuated.7? 


294 Chapter 12 Employee Benefits 


Exhibit 12-4 
Benefits Overview 


This table outlines benefits that are 
common at large communications 


Health Benefits 


companies. Which do you find most e Medical After one month of employment 30 hours 
attractive? e Prescription Medications with minimum weekly hours 
e Dental 
e Vision 
e Orthodonture 


Life Insurance 


e Employee After one month of employment 30 hours 
e Dependent with minimum weekly hours 
e AD&D 


Domestic Partner Benefits After one month of employment 30 hours 
with minimum weekly hours 


Disability Protection After 6 months of employment 30 hours 


e Short-Term Disability 
e Long-Term Disability 


Optional Benefits After one month of employment 30 hours 


e Pre-paid Legal Services 

e Long-Term Care Insurance 

e Car and Homeowners 
Insurance 

e Pet Health Insurance 


Financial Planning Upon employment None 
e 401k Plan 
e Employee Stock Purchase Upon employment 30 hours 
Plan 


More Benefits 


e Paid Time Off Upon employment 30 hours 
e Employee Assistance 
Program 
e Travel Insurance 
e Charitable Contribution 
Matching 
Adoption Assistance 
Relocation Assistance 
Employee Discounts 
Employee Wellness Center After 6 months of employment 
Personal Training 
Tuition Reimbursement 


These costs are expected to continue to rise.” As a result, many organizations have 
been looking at a variety of cost-cutting measures, including reducing health-care ben- 
efits as well as passing certain increased costs on to employees.”® This may present a dif- 
ficult situation for both the employer and the employee. Without health insurance 
almost any family’s finances face depletion if a major illness occurs. The purpose of 
health insurance, then, is to protect the employee and his or her immediate family from 
the catastrophes of a major illness and to minimize their out-of-pocket expenses for 
medical care. 

Any type of health insurance offered to employees generally provides coverage 
that can be extended beyond the employee. Specifically, the employee, the spouse, and 


Voluntary Benefits 


their children may be covered. Health-care coverage generally focuses on hospital and 
physician care. It also typically covers major medical expenses such as prescriptions, 
medical supplies and equipment necessary for treatment and recovery. Specific coverage 
will vary based on the organization’s health insurance policy. Generally, five types 
appear more frequently than others: traditional health-care coverage, health maintenance 
organizations (HMOs), and preferred provider organizations (PPOs), point-of-service 
(POS), and consumer-driven health plans (CDHP).”° All five are designed to provide 
protection for employees, but each does so in a different way. Interest is also increasing 
in employer-operated options, such as self-funded insurance. Let’s look at each of 
these various types. 


Traditional Health Insurance Traditional insurance offers coverage for health 
services provided by any health-care provider. It usually includes three categories of 
coverage: 


m Hospitalization: pays for hospital stays with limits, usually 120 days 

m Medical/Surgical: pays for services of doctors, procedures, nursing care, drugs, 
and hospital services such as anesthesia, tests, lab work, etc. 

m Major Medical: pays for major illnesses and their associated expenses such as 
oxygen, home care, and extended hospital stays over 120 days 


Traditional insurance is available through providers such as Aetna, Blue Cross and 
Blue Shield, Cigna, and United HealthCare. Traditional insurance has become quite 
expensive and many employers are turning to alternative health-care plans to manage 
rising costs. 


Health Maintenance Organizations Health Maintenance Organizations (HMOs) 
strive to provide quality health care at a lower cost for their members. An employee 
belonging to an HMO chooses a primary care physician who has a contract with the 
HMO and is considered “in-network.” The HMO pays for all services the primary care 
physician provides and the employee usually pays a small co-pay. 

The major disadvantage, however, is that HMOs provide full coverage only if 
clients receive services from selected providers. Furthermore, being seen outside of the 
HMO for other services requires either permission from the primary care physician or 
greater out-of-pocket expense. Accordingly, an HMO arrangement significantly limits 
freedom of health-care choice. This limiting has been one of the greatest concerns 
expressed regarding HMOs. However, for many, the cost savings far outweigh the 
imposed restrictions. 


Preferred Provider Organizations Preferred Provider Organizations (PPOs) 
have a large network of doctors, hospitals, and other related medical service facilities to 
provide services at a reduced cost. In return for accepting this lower cost, the employer 
or the insurer promises to encourage employees to use their services. 

A PPO can provide much the same service that an HMO provides, and an individ- 
ual need not use a specific facility—such as a designated hospital. So long as a physician 
or the medical facility is participating in the health network, the services are covered. 
The employee who uses a participating physician typically incurs a fixed out-of-pocket 
expense (defined by the agreement). In those cases, the PPO takes the form of tradi- 
tional health insurance. However, if an employee decides to go elsewhere for services, 
the service fee is reimbursed according to specific guidelines. PPOs attempt to combine 
the best of both HMOs and traditional insurance. 


Point-of-Service Point-of-Service (POS) plans require that primary care physicians 
provide most health services and make referrals like HMOs. Those referrals can be out- 
of-network, but the employee must pay the service provider and seek partial 
reimbursement. These plans include elements of HMO and PPO plans, but tend to be 
less expensive for the employer. 
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health maintenance 
organization (HMO) 

Provides comprehensive health services 
for a flat fee. 


preferred provider 
organizations (PPOs) 
Organization that requires using 
specific physicians and health-care 
facilities to contain the rising costs of 
health care. 


point-of-service (POS) 

Health care plan that includes primary 
care physicians but allows greater 
flexibility for using services out of the 
network. 
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Exhibit 12-5 

How Do Employers Reduce the 
High Cost of Health-Care 
Coverage? 

Employers of all sizes attempt to reduce 
the high cost of providing health 
insurance by promoting use of generic 
medications, healthy lifestyles, and 
sharing the cost of coverage with 
employees.?? 


consumer driven health plan 
(CDHP) 

Combines a health plan with a high 
deductible with a health savings 
account that the insured uses to pay 
for deductibles and medical care. 


Consolidated Omnibus Budget 
Reconciliation Act (COBRA) 
Provides for continued employee 
benefits up to three years after an 
employee leaves a job. 
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Use formulary or benefit design | 
to encourage the use of 
favorably priced medications | 


Increase generics usage 


Increase employee cost sharing 


Promote preventive health | 
benefits and behaviors | 


Increase disease management | 
efforts for complex cases and 
chronically ill employees | 


Offer a CDHP to employees | 


i | | | 
(0) 15 30 45 60 75 90 
Percent 


E 1,000 or more Employees [F] 250 to 999 Employees 


| Fewer than 250 Employees 


Source: "Top Strategies to Control Health Care Costs” (Will Plans Abandon $1.4B in Annual CDHP Profits? 
Forrester Research, Inc., February 2007.) 


Consumer Driven Health Plan Consumer Driven Health Plans (CDHP) are relatively 
new and are gaining popularity (see Exhibit 12.5) because they are inexpensive for the 
employer and offer the greatest flexibility for the employee. They include three parts: 


E An employer-provided health plan that has a high deductible, possibly as high 
as $5,000 per year. 

m A health savings account (HSA) with tax advantages to which the employee or 
the employer contribute. 

E Decision support and counseling to assist employees to make informed health- 
care services decisions. 


Employees use money in the health savings account to pay for deductibles and other 
medical care not covered under the high deductible health plan, such as prescriptions, 
dental, and vision care. 


Employer-Operated Coverage Although the types of insurance programs men- 
tioned are the most popular means of health insurance today, many companies are 
looking for other options to contain rising health-care costs. To this end, some compa- 
nies have begun reviewing the concept of self-insuring and in many of these instances, 
using the assistance of a third-party administrator (TPA).*" In this case, the employer 
typically establishes a trust fund to pay for the health benefits used.** For the most 
part, this employer trust fund has received favorable treatment from the IRS. 


Health Insurance Continuation What happens to an employee’s health insurance 
coverage if that employee leaves the organization or is laid off? The answer to that ques- 
tion lies in the Consolidated Omnibus Budget Reconciliation Act (COBRA). When 


Retirement Benefits 


employees resign or are laid off through no fault of their own, they may continue their 
health insurance benefits for eighteen months, although under certain conditions, the 
time may be extended to thirty-six months.” Employers must notify employees who 
qualify to use COBRA to extend their benefits coverage within thirty days of the layoff 
or reduction in hours that qualified the employee for COBRA benefits.?4 

The cost of COBRA is paid solely by the employee. The employer may also charge 
the employee a small administrative fee for this service. However, COBRA requires 
employers to offer this benefit through the company’s current group health insurance 
plan, which is at a rate that is typically lower than if the individual had to purchase the 
insurance himself or herself.>° 


The HIPAA Requirement The Health Insurance Portability and Accountability 
Act of 1996 (HIPAA) deals primarily with health-care entities. This has generally not 
been a concern for most organizations, but many learned that if they had self-insured 
health insurance benefit programs, they, too, must comply with HIPAA requirements. 
Such organizations cannot release protected health information about an employee 
without the employee’s consent, with regards to benefit plans, health flexible spending 
plans, or employee assistance plans. Personal health information is any communication 
that identifies and relates to an employee or dependents’ medical conditions, medical 
care given, enrollment information, premium payments, health status, or current treat- 
ments. This issue is also magnified by the concerns over identity theft.” For example, 
let’s say you work for a self-insured health insurance organization and one of your 
employees’ dependents has filed for a leave of absence in another organization under 
the Family and Medical Leave Act for an illness. Your form holds the health insurance 
information, and the dependent’s organization asks you to verify the medical claim. 
Without written consent of the employee, you cannot release such information. In 
doing so, you may incur substantial penalties—upward of $100 per day, per violation, 
up to a maximum of $25,000 annually. It is also interesting to note that a facility that 
does drug testing for an organization cannot release drug test results to employers 
without written consent of the person being tested. As a result of HIPAA, organizations 
need to ensure that they have the proper consent forms in place and signed by the 
employees before such information is gathered. 


Retirement Benefits 


Retiring from work today does not guarantee a continuation of one’s standard of living. 
Social Security cannot sustain the lifestyle most people have grown accustomed to in 
their working years. Therefore, individuals cannot rely on the government as the sole 
source of retirement income. Instead, Social Security payments must be just one compo- 
nent of a properly designed retirement system. The other components are employer 
retirement plans and savings employees have amassed over the years. Retirement plans are 
highly regulated by the Employee Retirement Income Security Act (ERISA) of 1974. 
Let’s take a brief look at ERISA before we discuss the different retirement programs. 
ERISA was passed to deal with one of the largest problems of the day imposed by 
private pension plans: employees were not receiving their benefits. Pension plans 
almost always require a minimum tenure with the organization before 
the individual has a guaranteed right to pension benefits, regardless of 
whether they remain with the company. These permanent benefits—or 
the guarantee of a pension when one retires or leaves the organization— 
are called vesting rights. In years past, employees needed extensive tenure 
in an organization before they were entitled to their retirement benefits— 
if they were entitled at all. This meant, for instance, that a sixty-year-old employee with 
twenty-three years of service who left the company—for whatever reason—could possi- 
bly have no right to a pension benefit. ERISA was enacted to prevent such abuses. 
ERISA requires employers who decide to provide a pension or profit-sharing plan 
to design their retirement program under specific rules. Typically, each plan must 
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Health Insurance Portability 
and Accountability Act of 

1996 (HIPAA) 

Ensures confidentiality of employee 
health information. 


Employee Retirement Income 
Security Act (ERISA) 

Law passed in 1974 designed to pro- 
tect employee retirement benefits. 


Vesting rights guarantee an employee’s 


right to a pension benefit. 
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vesting rights 
The permanent right to pension 
benefits. 


convey to employees any information relevant to their retirement. Vesting rights in 
organizations now typically come after six years of service, and pension programs must 
be available to all employees over age twenty-one.” Employees with fewer than six years of 
service may receive a prorated portion of their retirement benefit. This shorter vesting 
period, which came into effect with the 1986 Tax Reform Act, is crucial for employees, 
especially when one considers that the length of service in companies today is becom- 
ing shorter. With this shorter vesting period, employees who leave companies after six 
years generally can carry their retirement rights with them. That is, ERISA makes pen- 
sion rights portable.** 

Guidelines for the termination of a pension program were also created by ERISA. 
Should an employer voluntarily terminate a pension program, the Pension Benefit 
Guaranty Corporation (PBGC) must be notified. Similarly, the act permits the PBGC, 
under certain conditions (such as inadequate pension funding), to lay claim on corpo- 
rate assets—up to 30 percent of net worth—to pay benefits promised to employees. 
Additionally, when a pension plan is terminated, the PBGC requires the employer to 
notify workers and retirees of any financial institution that will handle future retire- 
ment programs for the organization.*” 

Another key aspect of ERISA is its requirement for a company to include a sum- 
mary plan description (SPD). Summary plan descriptions are designed to inform 
employees about company benefits in terms the “average” employee can under- 
stand.*° This means that employers must inform employees of the details of their 
retirement plans, including such items as eligibility requirements and employee 
rights under ERISA. 

Finally, it’s important to note that another law has had a significant effect on 
ERISA. This is the 1984 Retirement Equity Act. The Retirement Equity Act decreased 
plan participation from age twenty-five to twenty-one but its main effect was to deal 
with gender issues in retirement programs. Specifically, women who left the workforce 
during childbearing years often found themselves penalized in terms of their retirement 
years of service if their ten years of employment were not consecutive. Years of service 
need not be consecutive under the new requirements. The Retirement Equity Act also 
requires plan participants to provide written approval from a spouse who is a prospec- 
tive survivor before the participant can waive survivor benefits for the surviving spouse. 


Pension Benefit Guaranty 
Corporation (PBGC) 

The organization that lays claim to 
corporate assets to pay or fund inade- 
quate pension programs. 


summary plan description 
(SPD) 

An ERISA requirement of explaining 
to employees their pension program 
and rights. 


WORKPLACE ISSUES 


Flying High No More: Airline Pensions Crash and Burn 


When United Airlines could no longer fund its 
pension plans, it turned them over to the Pension 
Benefit Guaranty Corporation (PBGC), and 
became the largest pension plan failure in history, 
owing over $9 billion to the pension. 

So far, the PGBC manages the pensions of nearly 4,000 com- 
panies that failed to adequately fund their pension plans, includ- 


owed to retirees and potential retirees increased, airline income 
decreased and the retirement funds earnings decreased, leaving 
the pension plan underfunded. After the PBGC takes over the 
underfunded pension plan, it works out a plan to pay the retire- 
ment obligations with pension plan assets, but if they aren’t 
enough, taxpayers make up the difference. 

Bad news for the retirees and taxpayers can also mean good 


ing several airlines such as Delta, Eastern, TWA, and US Airways." 
These airline employees will continue to receive pensions, but 
under PBGC guidelines, pensions are limited to a maximum of 
$45,000 a year. It many cases, this is half of the annual benefit air- 
line employees were expecting under the airline’s defined benefit 
pension plan. Many employees will make substantially less, par- 
ticularly if they retire before they reach age 65 4 

How did this happen? Deregulation, competitive pressures, 
and the economy have all led to serious financial problems for 
the large airline carriers. As the amount of money the companies 


news for the company, however. Without the financial burden of 
the retirement fund liabilities, the company can emerge with 
lower operating costs and become more financially stable and 
competitive. United and Delta restructured following their 
bankruptcy and continued to fly. U.S. automakers could 
become more financially stable if they were to eliminate their 
pensions by handing them over to the PBGC. Essentially, this 
means that broken promises to employees and retirees who were 
counting on their retirement pension income could potentially 
save jobs. 


Retirement Benefits 


Defined Benefit Plans 


This plan specifies the dollar amount benefit workers will receive at retirement. The 
amount typically revolves around some fixed monthly income for life or a variation of 
a lump-sum cash distribution. The amount and type of the benefit are set, and the com- 
pany and possibly the employee contribute the set amount each year into a trust fund. 
The amount contributed each year is calculated on an actuarial basis—considering vari- 
ables such as length of service, how long plan participants are expected to live, their life- 
time earnings, and how much return the trust portfolio will receive (for example, 5 per- 
cent or 10 percent annually). The pension payout formulas used to determine retirement 
benefits vary widely. 

Defined benefit plans have become scarce in private industry, but remain com- 
mon for state and local governments or industries such as auto manufacturing that are 


highly unionized. 


Defined Contribution Plans 


Defined contribution plans differ from defined benefit plans in at least one impor- 
tant area: no specific dollar benefits are fixed. That is, under a defined contribution 
plan, each employee has an individual account, to which both the employee and the 
employer may make contributions." The plan establishes rules for contributions. For 
example, a company’s defined contribution pension plan could allow employees to 
select both a money purchase plan (described next) and a profit-sharing plan in which 
the company matches up to 6 percent of salary. In a defined contribution plan, the 
money is invested and projections are offered as to probable retirement income levels. 
However, the company is not bound by these projections, and accordingly avoids 
unfunded pension liability problems. This has made defined contribution plans a pop- 
ular trend in new qualified retirement planning. Additionally, variations in plan admin- 
istration frequently allow the employee some selection in the investment choices. For 
instance, an employee may select bonds for security, common stocks for appreciation, 
and an inflation hedge, or some type of money market fund. 


Money Purchase Pension Plans Money purchase pension plans are one type of 
defined contribution plan. Under this arrangement, the organization commits to 
deposit annually a fixed amount of money or a percentage of the employee’s pay 
into a fund.** IRS regulations, however, permit a maximum 25 percent of worker 
pay. Money purchase plans have no fixed specific retirement dollar benefits as 
under a defined benefit plan. Companies do make projections of probable retire- 
ment income based on various interest rates, although the company is not bound to 
the projection. 


Profit-Sharing Plans Profit-sharing pension plans are yet another variation of 
defined contribution plans. Under such a plan, the company contributes to a trust fund 
account an optional percentage of each worker’s pay (maximum allowed by law is 25 
percent). This, of course, is guided by profit level. The operative word in profit-sharing 
plans is optional. The company is not bound by law to make contributions every year. 
It should be noted, however, that although employers are not bound by law, the major- 
ity of employers feel a moral obligation to make a contribution. Often they will keep to 
a schedule, even when profits are slim or nonexistent.“ 


Individual Retirement Accounts Individual retirement accounts have gone 
through many changes. Two types now exist to assist small business owners and self- 
employed people. 


E Simplified employee pension plan IRA (SEP IRA) allow small business owners to 
contribute up to 25 percent of an employee’s compensation into an individual 
retirement account. The plan is easy to create and has tax savings to the 
employer, but contributions can only be made by the employer. 
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This employee, and thousands like her, 
works hard for many years and dreams 
that one day she will retire. ERISA was 
enacted, with its enforcement arm, the 
Pension Benefit Guaranty Corporation, to 
ensure that retirement funds for which 
someone works hard will in fact be there 
when retirement comes. (Source: Ryan 
McVay/Stone/Getty Images, Inc.) 


defined benefit plan 

A retirement program that pays retiring 
employees a fixed retirement income 
based on average earnings over a 
period of time. 


defined contribution plan 

No specific benefit payout is promised 
because the value of the retirement 
account depends on the growth of 
contributions of employee and 
employer. 


individual retirement accounts 
A type of defined contribution plan 
with employer contributions. 


300 


Although matching an employee's 
contributions to a 401k retirement 
account is a popular way for employers 
to help employees prepare for 
retirement, difficult economic conditions 
may require an employer to cut or 
eliminate those contributions. FedEx, 
along with UPS, 7-Eleven, Macy's, Sprint, 
and many others temporarily halted their 
401k match in 2009 when met with 
financial challenges of a worsening 
economy.*? (Source: Alamy) 


Exhibit 12-6 
Sample Paid Time Off (PTO) 
Policy*? 


PTO combines holiday, vacation, and 

sick leave into one account managed 

by employees. PTO is accrued according 
to the amount of time employees worked 
and the employees position as shown in 
this table, similar to PTO programs in 
large medical centers. 


Chapter 12 Employee Benefits 


E Savings incentive match plan for employees IRA (SIMPLE IRA) allows employers 
that have no retirement plan and one hundred or fewer employees to contribute 
to an IRA. Employees can contribute to a SIMPLE IRA, as long as the employer 
matches the employee contribution up to $10,500.*° 


401(k)s The Tax Equity and Fiscal Responsibility Act (TEFRA) established capital 
accumulation programs, more commonly known as 401(k)s or thrift-savings plans. A 
401(k) program is named after the IRS tax code section that created it. These programs 
permit workers to set aside a certain amount of their income on a tax-deferred basis 
through their employer. Many companies match employee contributions up to a maxi- 
mum percentage. The most common match is 50 cents for each dollar of employee con- 
tribution up to the first 6 percent of pay.” Company matches may be suspended during 
difficult financial conditions, but many resume matching employee contributions 
when their economic outlook improves. Contributions are not taxed as income until 
the employee withdraws them. 

A twist on the 401k allows employees to pay taxes on their contribution when they 
are earned and contributed to the 401k. The money is allowed to grow until retirement, 
and the increases earned are not taxable when the retiree withdraws the income. These are 
called Roth Contributions, and basically allow the employees to prepay the taxes on 
retirement income. 

Many organizations including IBM have developed 401(k) programs as replace- 
ments to their Defined Benefit pension programs. Both employers and employees have 
found advantages to offering capital accumulation plans. The cost of providing retire- 
ment income for employees is lower, and employees can supplement their retirement 
program and often participate in investments. Employees are offered the ease of con- 
tributing to their 401(k) through payroll deductions. 


Paid Time Off 


Various benefits provide pay for time off from work. The most popular of these are 
vacation and holiday leave and disability insurance, which includes sick leave and short- 
and long-term disability programs. Although we’ll present these as separate items, 


some organizations lump all paid time off into a single bank of time called paid time 
off (PTO) as shown in Exhibit 12-6. As the time is used, it is charged to one’s account 
whether it is used for vacation or sick leave. 


Non-Exempt Up to 3 28 8.62 
3 © 10 33 10,15 
10 and over 35 TO 
Exempt Up to 3 33 10.15 
3 to 10 95 10.77 
10 and over 38 11.69 


Employees working less than 40 hours per week but more than 20 hours per week will earn 
PTO on a prorated basis. Staff working less than 20 hours per week are not eligible for PTO. 
Employees may sell back PTO or donate PTO according to the guidelines in the Benefits 
Handbook. 

Employees will be allowed bereavement and jury duty according to the guidelines in the Benefits 
Handbook. 
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Vacation and Holiday Leave 


After employees have been with an organization for a specified period of time, they usu- 
ally become eligible for a paid vacation. Common practice is to relate the length of vaca- 
tion to the length of tenure and job classification in the organization. For example, after 
six months’ service with an organization, an employee may be eligible for one week’s 
vacation; after a year, two weeks; after five years, three weeks; and after ten or more years, 
four weeks.*° It is interesting to note that U.S. workers have shorter vacation periods 
than many industrialized nations. For example, U.S. workers have, on average, fifteen 
days of vacation each year; employees in Sweden, Denmark, Austria, and Spain average 
thirty or more days of vacation each year; and in Japan, it’s twenty-five days.*! 

The rationale behind paid vacation is to provide a break in which employees can 
refresh themselves. This rationale is important but sometimes overlooked. For exam- 
ple, companies that allow employees to accrue vacation time and sell back to the com- 
pany any unused vacation days lose sight of the regenerative “battery charging” intent. 
The cost may be the same to the employer (depending on how long vacation time can 
be accrued), but employees who do not take a break ultimately may be adversely 
affected, which can ultimately affect productivity. Moreover, many employees simply 


DID YOU KNOW? 


Benefits Around the Globe 


Nearly every industrialized nation offers its 
employees some additional benefits during their 
employment. This chapter has focused primarily 
on benefits U.S. employers offer to employees, 
but how do employees in other countries fare? 
Let’s look at some highlights. 


Germany 9 paid holidays 

14 weeks paid maternity leave 

18 days paid vacation 

6 weeks paid sick pay 

Mandatory retirement: employer and 
employee contribute 9.75 percent of 


salary 


15 paid holidays 

14 weeks unpaid maternity leave 

10-20 days paid vacation (based on 
seniority) 

Pension provided by government 


12 paid holidays 

7 weeks paid maternity leave 
25 days paid vacation 

14 days paid sick leave 
Government-paid pension 


Japan 


Sweden 


Russia 9 paid holidays 

70 days paid maternity leave 

28 days paid vacation 

Sick leave up to 100 percent of pay 


based on seniority 


United Kingdom 


Singapore 


Australia 


1 day paid vacation for every 20 days 
worked in the previous year 
Government retirement: employers 
and employees contribute 12 percent 
each 


8 paid holidays 

2 weeks mandatory paid maternity 
leave—may receive 26 additional weeks 
based on seniority 

Up to 28 weeks paid sick leave 
Pensions: national insurance plan and 
private plans 


10 paid holidays 

8 weeks maternity leave 

14 days maximum paid vacation (based 
on seniority) 

14 days sick leave 

Retirement: employers contribute 13 
percent of salary, employees 20 
percent 


8 paid holidays 

52 weeks unpaid maternity leave 

4 weeks paid vacation 

2 weeks paid sick leave 

Retirement: employers contribute 9 per- 
cent of salary; employees 3 percent; gov- 
ernment 3 percent 


Source: Society of Human Resource Management, “Global HR Library— 
WorldWatch” (2005), available online at www.shrm.org/global/library/ 
published/country. 


India 13 paid holidays 
12 weeks paid maternity leave 


302 Chapter 12 Employee Benefits 


cannot completely leave the office behind. Nearly 25 percent of all employees check in 
with their office daily while on vacation.** 

Holiday pay is paid time off to observe some special event—federally mandated hol- 
idays (such as New Year’s Day, Presidents’ Day, Martin Luther King Jr.’s Birthday, 
Memorial Day, Labor Day, Thanksgiving, or Christmas), company-provided holidays 
(such as Christmas Eve and New Year’s Eve), or personal days (days employees can take 
off for any reason). In the United States, employees average ten paid holidays per year.>* 
Most other countries are similar, with averages of eight paid holidays in the United 
Kingdom, twelve in Italy, and fourteen in Spain and Portugal.** 


Disability Insurance Programs 


Employees today recognize that salary continuation for injuries and major illnesses is 
almost more important than life insurance. Most employees face a greater probability 
of a disabling injury that requires an absence from work of more than ninety days than 
that they will die before retirement. Programs to address this area of need can be broken 
down into two broad categories: short-term and long-term disability programs.“ 

Almost all employers offer some type of short-term disability plan. Categories 
under this heading include the company sick-leave policy, short-term disability pro- 
grams,”° state disability laws, and workers’ compensation. Each helps replace income in 
the event of an injury or a short-term illness.” For many, this short-term period is 
defined as six months or less. 


Sick Leave One of the most popular types of short-term disability programs is a com- 
pany’s sick-leave plan. Sick leave is allocated at a specific number of days a year.°® In 
some organizations, the number of sick days allowed employees may be expanded 
relative to years of service with the organization. Each year of employment may entitle 
the worker to two additional days of sick leave. Regardless of whether sick leave is used, 
it continues to accumulate (usually up to some maximum number of days). Employees 
who have been with the company the longest accumulate the most sick-leave credit. 
Sick-leave abuse has often been a problem for organizations.” The belief, too, that 
one should amass sick leave for use later in life is quickly diminishing. That belief may 
have been popular when workers tended to join an organization early in their career and 
retire from that company, but today’s mobility renders long-term focus largely meaning- 
less. This is especially alarming when we consider that sick days are not usually transfer- 
able to another organization. Thus, the “use them or lose them” concept may only hinder 


ETHICAL ISSUES IN HRM 


Making Sick Leave a Required Benefit? 


Sick leave may be leaving the category of “voluntary 
benefits” and moving to the “required benefits” cat- 
egory, depending on where you live. San Francisco 
led the way in 2007. And in 2008, Milwaukee, 
Wisconsin, and Washington, D.C., passed local 


According to the Bureau of Labor Statistics, 43 percent of 
workers in private industry or 50 million employees do not get 
any paid sick leave. Supporters of the initiatives claim that 
mandatory paid sick leave would save money for employers be- 
cause sick employees would stay home rather than come to work 


requirements that employers provide paid sick leave to employees. 
This trend has led to proposals requiring sick leave in twelve states. 
Legislation has been introduced in Congress supporting a fed- 
eral requirement for paid sick leave throughout the country. 

The Milwaukee ordinance requires that employers within 
the city that employ ten or more workers provide a minimum of 
one hour of paid sick leave for every thirty hours worked up to 
seventy-two hours per year. Employers with fewer than ten em- 
ployees are only required to provide up to forty hours per year. 


and spread illness, reducing productivity. You'll also notice in 
the last Did You Know? feature that most other industrialized 
countries require some paid sick leave. 

Opponents include business groups that point out that 
nothing is free. Cuts would be made in other areas such as pay, 
or benefits such as health care and vacations. 

Should paid sick leave become a legal requirement? Do the 
benefits outweigh the costs? Where do you stand? 
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productivity. Recent attempts to combat this potential for sick-leave abuse include finan- 
cial incentives to individuals who do not fully use their sick leave for the year. Organiza- 
tions may reward attendance with “well pay.” Well pay provides a monetary inducement 
for workers not to use all of their sick leave, perhaps by buying back unused sick leave, 
lumping sick-leave days into years of service in calculating retirement benefits, or even 
having special drawings for those who qualify. Some companies allow workers to donate 
sick leave to co-workers who have serious illnesses and have exhausted their sick leave.©° 
Such incentives intend to serve as a bonus and encourage judicious use of sick time. 


Short-Term Disability Plans Employers may provide employees with a short term dis- 
ability plan that provides a percentage of the employee’s income (usually around 70 
percent) if the employee must be absent from work due to an illness or injury and has 
already used all or a predetermined number of sick leave days. These plans usually pro- 
vide coverage up to six months. 


Long-Term Disability Plans When health insurance coverage for prevention fails to 
prevent major illness, and extended time off work is insufficient for recuperation, 
employees may need a long-term disability benefits program. Similar to short-term dis- 
ability, long-term disability programs provide replacement income for an employee 
who cannot return to work and whose short-term coverage has expired. Long-term dis- 
ability usually becomes effective after six months. Temporary or permanent long-term 
disability coverage is in effect in almost all companies. 

The benefits paid to employees are customarily set between 50 and 67 percent, with 
60 percent salary replacement the most common. Plans may provide coverage for two to 
five years, but may continue until retirement age. The employee may be required to 
provide proof of further disability after the two to five year limit. Plan providers may 


Leaving It Up to You: Paid Time Off Leave (PTO) 


Diane’s employer allowed her a relatively gener- be covered. This seems like a win-win for all, but as with any 
ous fifteen sick days each year. She was even policy, there are pros and cons: 

allowed to accumulate them up to a total of 
ninety days. That didn’t take too long because 
Diane very rarely called in sick, but when her 
daughter’s medical condition required that they travel out of 
state for major surgery, she was told that only two days would 
qualify for paid leave because it was a family member who was ill, 
not Diane. Many years later, Diane is still annoyed with the pol- 
icy she sees as unethical. “Parents learn to lie to their employers” 
explained Diane, “conscientious employees don’t really want to 
miss work, so they go to work sick and only call in when their 
kids are sick.” 

Some companies have solved this problem by doing away 
with labels such as “sick leave” and “vacation” and replaced 
them with a bank of time called “Paid Time Off” or PTO. A 
recent survey by the International Foundation of Employee 
Benefit Plans estimates that 30 percent of U.S. corporations 
offer a PTO bank.®! PTO is accrued either annually or 
monthly, much like other types of leave. The employee uses 
the days in the PTO bank for vacation, sick leave or personal 


Pro: Employees like the idea of PTO, and it assists with recruit- 
ing and retention. Healthy employees can take unused 
time off for extra vacation days. Employees feel that they 
are being more honest with employers about the reasons 
they are not at work. Employees appreciate the flexibility 
and trust that employers offer with PTO policies. 
Unexpected absences are reduced as employees schedule a 
PTO day in advance rather than call in sick when missing 
work for a personal reason. PTO offers privacy to employ- 
ees who may not want to explain that they are missing 
work for medical tests and doctor’s appointments. 

Con: Abuses may occur. Since the employer officially doesn’t 
care why the employee is gone, employees may miss work 
for reasons they would not have missed work for under a 
traditional leave plan. Employees may use more leave 
under a PTO plan. Employees may think of all PTO time 
as “vacation” time, so if they are sick, they come to work 
anyway, spreading illnesses to their co-workers. 


days with no explanation necessary to the employer. Offi- Abuses can be reduced if the culture of the company 
cially, the employer doesn’t care why the employee is gone, encourages trust and empowerment and employees are evalu- 
although they may still ask for recordkeeping purposes. ated by results. Clear guidelines for using the PTO system, 
Employees like Diane wouldn’t be tempted to be dishonest employee education and encouraging sick employees to go 


when requesting leave for a reason that might not otherwise home will also help make the system work properly. 
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work with the employee to assist him or her to gain employment in the original occu- 
pation, or train him or her in another profession. 


Survivor Benefits 


Many companies offer life insurance as a benefit to provide protection to the families of 
employees. Life insurance programs are one of the more popular employee benefits. 


Group Term Life Insurance 


Life insurance is one of the most common and most popular voluntary benefits. Many 
employers offer a small amount of group term life insurance to full-time employees. This 
coverage is frequently equal to the employee’s annual salary, but a recent survey by Work- 
force Management found that 75 percent of employers offer supplemental life insurance 
that allows the employee to increase the amount of coverage for an additional fee paid by 
the employee. The additional coverage may be two to five times the employee’s salary or 
original coverage and may not require a medical examination. Many employers also offer 
opportunities for employees to purchase life insurance for a spouse and dependents at 
group rates. The additional fee is usually substantially less than the employee would have 
to pay if the insurance was purchased individually from another provider. Employees rate 
the opportunity to purchase supplemental insurance as a very desirable benefit, making 
it valuable to the employer for recruitment, retention, and employee satisfaction.©* 


Travel Insurance 


Travel insurance policies cover employees’ lives in the event of death while traveling on 
company time. A typical policy would pay five times the employee’s salary up to $1 mil- 
lion. Depending on any unique policy provisions, the insurance typically will be paid as 
long as an employee is conducting business-related activities when the death occurs. An 
employee who normally commutes to work would not be covered under an employer- 
paid travel insurance benefit if an accident happened on the way. Employers that 
require extensive international travel may also provide air ambulance service to return 
ill or injured employees back to the United States. 


Employee Services and 
Family-Friendly Benefits 


In addition to the benefits described, organizations offer a wealth of services employees 
may find desirable. Employees may receive these services at no cost or at a cost shared 
with the organization. 

Services may include such benefits as sponsored social and recreational events, 
employee assistance programs, credit unions, housing, tuition reimbursement, gym 
memberships, paid jury duty time, uniforms, military pay, company-paid transporta- 
tion and parking, free food, childcare services or referrals, and even repair services for 
bicycles, cars, and appliances. Companies can be as creative as they like in putting 
together their benefits program—many offer on-site fitness centers, and some have even 
added free massages and haircuts for their employees! The crucial point is to provide a 
package containing benefits in which employees have expressed some interest and per- 

ceive some value. Employees appreciate efforts to help them balance 


A key component of any benefit package is their career and personal life. For example, working parents at Best Buy’s 


offering employees something in which they 


Richfield, Minnesota, headquarters love the onsite day care, but an 
onsite doctor and pharmacy really help provide work-life balance. A 


have an interest and that they value. growing number of employers are even allowing new parents to bring 


infants to work until they reach crawling stage. 


An Integrative Perspective on Employee Benefits 


An Integrative Perspective 
on Employee Benefits 


When an employer considers offering benefits to employees, one of the main consider- 
ations is to keep costs down. Traditionally, employers attempted to do this by provid- 
ing a package of benefits to their employees—whether employees wanted or needed any 
particular benefit, or used it at all. Rising costs and a desire to let employees choose 
what they want, has led employers to search for alternative measures of benefits admin- 
istration. The leading alternative to address this concern was the implementation of 
flexible benefits. Although flexible benefits offer greater choices to employees (and 
might have a motivational effect), we must understand that they are provided mainly to 
contain benefit costs. The term flexible benefits refers to a system whereby employees 
are presented with a menu of benefits and asked to select, within monetary limits 
imposed, the employee benefits they desire.’ Today, almost all major corporations in 
the United States offer flexible benefits. Three plans are popular: flexible spending 
accounts, modular plans, and core-plus options (see Exhibit 12-7). 


Flexible Spending Accounts 


Flexible spending accounts, approved and operated under Section 125 of the Internal 
Revenue Code (IRC), are special types of flexible benefits that permit employees to set 
aside money to pay for medical expenses not covered by insurances.®* For example, 
Abbott Laboratories employees can set aside up to $5,000 per year for reimbursement for 
eligible out-of-pocket health-care expenses (such as co-payments for office visits, pre- 
scription drugs, some over-the-counter drugs, contact lenses, eyeglasses, orthodontia, 
and hearing aids) through the Health Care Flexible Spending Account. Abbott employ- 
ees may also contribute up to $5,000 to a dependent care flexible spending account, 
which can be used to reimburse child care or elder care for eligible dependents.°° 

By placing a specified amount into a spending account, the employee can pay for 
these services with monies not included in W-2 income, which can result in lower fed- 
eral, state, and Social Security tax rates and increase individual spending income. Such 
accounts also provide Social Security tax savings for the employer. We’ve presented an 


Modular plans 


MENU 
Healthca 
Spendin Ke 
account 


Dependent 


Care Spend; 
N 
account di ng 


Flexible spending 
accounts 


MENU 


Flexible spending 
accounts 


Core-plus 
options 


Modular plans 
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flexible benefits 

A benefits program in which employ- 
ees pick benefits that most meet their 
needs. 


flexible spending accounts 
Allow employees to set aside money 
before payroll taxes to pay for health- 
care or dependent care. 


Exhibit 12-7 

Flexible Benefit Programs 

Three different types of flexible benefit 
plans are available to employers wishing 
to allow employees choices in benefits. 
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Exhibit 12-8 

An Example of Take-Home Pay 
(With and Without a Flexible 
Spending Account) 
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Gross Monthly Pay $2,500 $2,500 
Retirement Deduction = 50 = 50 
Pretax Payroll Deduction 0 —600* 
Administrative Fee (0) 75 
Taxable Gross Income $2,350 $1,750 
Payroll Taxes =5 30) =315 
Amount of Paycheck $1,819 $1,435 
After-Tax Expense —600* 0 
Spendable Monthly Pay $1,219 $1,435 


Additional Monthly Income with Flexible Spending Account = $216 
“Assumes an employee is depositing monies monthly in a flexible spending account in the following way: 
Health insurance deduction $150 
Dental insurance deduction $20 
Dependent care deduction $400 
Medical expenses deduction $30 


Source: Based on a similar example presented in South Carolina Budget and Control Board, 2006 Money 
Plus (2005), p. 7. Some numbers have been rounded to simplify exhibit. 


example of how using a flexible spending account can result in more take-home pay 
for an employee (see Exhibit 12-8). Ironically, although the benefits of flexible spending 
accounts are clear, it is estimated that fewer than 18 percent of all employees actually 
use them.°° 

Despite tax benefits for employees, workers must understand that flexible spend- 
ing accounts are heavily regulated. Each account established must operate indepen- 
dently. For instance, money set aside for dependent-care expenses can be used only for 
that purpose. One cannot decide later to seek reimbursement from one account to pay 
for services where no account was established or to pay for services from another 
account because all monies in the designated account have been withdrawn. Addition- 
ally, money deposited into these accounts must be spent during the period or forfeited. 
Unused monies do not revert back to the employee as cash, but typically revert back to 
the company. This point must be clearly communicated to employees to avoid miscon- 
ception of the plan requirements. The “use it or lose it” nature of the flexible spending 
account may account for the low participation rates. 


Modular Plans 


The modular plan of flexible benefits is a system whereby employees choose a pre- 
designed package of benefits. As opposed to selecting cafeteria style, modular plans 
contain a prearranged package of benefits that are designed to meet particular needs 
of groups of employees. For example, suppose a company offers its employees two 
separate modules. Module 1 benefits consist of a life insurance policy at two times 
annual earnings and HMO health-care insurance (no dental or vision coverage); this 
policy is provided to all employees at no cost to them. Module 2 benefits consist of a 
life insurance policy of two times annual earnings, traditional health insurance, and 
dental and vision coverage. This plan, however, requires a biweekly pretax payroll 
deduction of $57. Choice does exist, but it is limited to selecting either of the pack- 
ages in its entirety. 


Core-Plus Options Plans 


A core-plus options flexible benefits plan exhibits more of a menu selection than the 
two programs just mentioned. Under this arrangement, employees typically receive 
coverage of core areas—usually medical coverage, life insurance at one time annual 


Summary 


earnings, minimal disability insurance, a 401(k) program, and standard time off from 
work with pay.” These minimum benefits give employees basic coverage from which 
they can build more extensive packages, and the core-plus option helps keep benefit 
costs relatively stable. 

Under the core-plus plan, employees select other benefits that may range from 
more extensive coverage of the core plan to spending accounts. Employees generally 
receive credits to purchase their additional benefits, calculated according to an 
employee’s tenure in the company, salary, and position held. As a rule of thumb, in first- 
time installations, the credits given equal the amount needed to purchase the identical 
plan in force before flexible benefits arrived; that is, no employee should be worse off. If 
the employee decides to select exactly what was previously offered, he or she may pur- 
chase such benefits with no added out-of-pocket expenses (co-payments). Payments 
would now be made before taxes. 


Summary 


(This summary relates to the Learning Outcomes identified on page 286). After having 
read this chapter, you can 


1. Discuss why employers offer benefits to their employees. Employers offer ben- 
efits to employees to attract and retain them. Benefits are expected by today’s work- 
ers and must provide meaning and value to the employees. 

2. Contrast Social Security, unemployment compensation, and workers’ com- 
pensation benefits. Social Security is an insurance program funded by current 
employees to provide (1) a minimum level of retirement income, (2) disability 
income, and (3) survivor benefits. Unemployment compensation provides income 
continuation to employees who lose a job through no fault of their own. Unem- 
ployment compensation typically lasts for twenty-six weeks. Workers’ compensation 
provides income continuation for employees who are hurt or disabled on the job. 
Workers’ compensation also covers work-related deaths or permanent disabilities. 
All three are legally required benefits. 

3. Identify and describe the major types of health insurance options. The major 
types of health insurance benefits offered to employees are traditional, health 
maintenance organizations, preferred provider organizations, point of service, and 
consumer driven health plans. Traditional plans allow the employee to use any 
healthcare provider and the insurance company will reimburse the expense. HMOs 
and PPOs are designed to provide a fixed out-of-pocket alternative to health care 
coverage and negotiate for reduced rates for plan members. Point of Service plans 
are similar to HMOs and PPOs, but allow plan members more flexibility for health- 
care outside the network. Consumer driven health plans include insurance with a 
high deductible, and a savings account that the insured uses for deductibles and 
out-of-pocket expenses. 

4. Discuss the important implications of the Employee Retirement Income 
Security Act. The Employment Retirement Income Security Act (ERISA) has 
had a significant effect on retirement programs. Its primary emphasis is to 
ensure that employees have a vested right to their retirement monies, that 
appropriate guidelines are followed in the event of a retirement plan termina- 
tion, and that employees understand their benefits through the summary plan 
description. 

5. Outline and describe major types of retirement programs offered by organi- 
zations. The most popular types of retirement benefits offered today are Social 
Security, defined benefit pension plans, and defined contribution plans including 
money purchase pension plans, profit-sharing plans, individual retirement 
accounts, and 401(k)s. For special groups, however, 403(b)s, stock option programs 
and simplified employee pension plans may be used. 
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6. 


Explain the reason companies offer their employees vacation benefits. The 
primary reason for a company to provide a vacation benefit is to allow employees a 
break from work in which they can refresh and reenergize themselves. 


. Describe the purpose of disability insurance programs. Disability benefit pro- 


grams ensure income replacement for employees when a temporary or permanent 
disability arises from an injury or extended illness (typically originating off the job). 


. List the various types of flexible benefit option programs. Flexible benefits 


programs come in a variety of packages. The most popular versions existing today 
are flexible spending accounts, modular plans, and core-plus options. 


Demonstrating Comprehension 


QUESTIONS FOR REVIEW 


1. 


nN 


Describe why companies provide benefits to their employees. What effect do com- 
panies expect benefits will have on employee work behaviors? 


. How does ERISA provide protection for a worker’s retirement? 
. Identify and describe four legally required benefits. 
. Describe why an employee might select a PPO health insurance benefit over an 


HMO. 


. Describe the difference between a defined benefit pension plan and a defined con- 


tribution pension plan. 


. Describe the inherent potential for abuse in offering a sick-leave benefit. 
. Describe three types of flexible benefits programs. 


Key Terms 


Consolidated employee ability Act of point-of-service 
Omnibus benefits 1996 (HIPAA) plans (POS) 
Budget Employee health preferred 
Reconciliation Retirement maintenance provider 
Act (COBRA) Income organization organization 

consumer-driven Security Act (HMO) (PPO) 
health plan (ERISA) individual retire- Social Security 
(CDHP) flexible benefits ment account summary plan 

defined benefit flexible (IRA) description 
plan spending legally required unemployment 
defined contri- accounts benefits compensation 
bution plan Health Pension Benefit vesting rights 
domestic Insurance Guaranty workers’ 
partner Portability Corporation compensation 
benefits and Account- (PBGC) 


Working with a Team: Benefit Selections 
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Linking Concepts to Practice DISCUSSION QUESTIONS 


1. “Social Security should serve as a foundation for employee 
retirement programs. Therefore, Congress should explore 
more extensive revisions to the program to ensure that the 
next generation of retirees will receive the benefit.” Do you 
agree or disagree with this statement? Explain your response. 

2. “Social Security disability and survivor benefits should be the 
sole responsibility of each employee. A company simply can- 
not be responsible for the financial welfare of its employees. 
Additionally, legally required benefits provide some level of 


worker protection. Therefore, a major means of containing 
benefit costs should be elimination of disability and survivor 
benefits.” Do you agree or disagree? Explain your response. 

3. “Flexible benefits programs are employer inducements to 
reduce benefits costs. The average employee has neither the 
ability nor information to make such important choices. 
Employees should suspect such programs.” Do you agree or 
disagree? Explain your response. 


Developing Diagnostic and Analytical Skills 


Case Application 12: A PERKY WAY TO PRODUCTIVITY 


Imagine working in an organization where employee morale is low, 
turnover is high, and the costs of hiring are astronomical. If that 
were the case, you’d imagine such affected employers do whatever 
they can to find, attract, and retain quality employees. But you cou- 
ple this goal with the reality of the economic picture—you simply 
cannot throw good money at employees who will jump ship for an 
extra $1,000. You recognize that statistics say that 41 percent of all 
employees have no loyalty to their employers and will move on if a 
better offer comes. What a dilemma! 

These issues clearly are a concern for organizations like 
Genentech or Zappos. But they don’t fret over them. That’s because 
they have found that treating employees with respect, and giving 
them such things as bonuses, rewards for longevity, on-site child 
care, on-site lunches, and sending employees home with prepared 
dinners works. 

Genentech is a California company that “develops and pro- 
duces drugs that cure diseases,” according to the company Web 
site. Genentech celebrated its eleventh year on Fortune’s “Best 
Places to Work” list in 2009. The primary reasons for this recogni- 
tion are the important work that they do and the strong company 
culture that values equality and communication, but any discussion 
of how great Genentech is always circles back to benefits that show 
a real respect for employees. In addition to traditional benefits like 


retirement and health care, they provide family-friendly perks such 
as unlimited sick leave, personal concierge service, flexible work 
scheduling, childcare, nursing mother’s rooms, onsite nurses, adop- 
tion assistance, and company sponsored family events. The list of 
innovative benefits goes on to include unusual benefits like pet 
insurance, free snacks, and paid six week sabbaticals every six 
years!’ Zappos, the online shoe retailer, takes life a little less seri- 
ously than Genentech with perks to match their fun-loving culture 
like pajama parties, nap rooms, regular happy hours, and a full-time 
life coach.”° 

Have these benefits worked for Genentech and Zappos? If you 
translate longevity to morale and loyalty, you’d say they have. Both 
boast low turnover rates and high employee ratings for satisfaction. 


Questions: 


1. Describe the importance of employee benefits as a strategic 
component of fulfilling the goals of HRM at Genentech and 
Zappos. 

2. Explain how Genentech and Zappos use employee benefits as 
a motivating tool. 

3. Do you believe the incentive benefits such as those offered at 
Genentech and Zappos can be used in other organizations? 
Why or why not? 


Working with a Team BENEFIT SELECTIONS 


1. Using Exhibit 12-9, determine the mix of benefits that would 
best fit your needs. After choosing your benefits, form into 
teams of three to five members and answer the following 
questions. 

2. Explain the reasons for the choices you made. What com- 
pelled you to make those specific benefit choices? 


3. Compare the benefits you have chosen with those chosen by 
members of your team. What similarities exist? Differences? 

4. Five years from now, would you choose different benefits 
from those you selected today? Why or why not? 
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Exhibit 12-9 
Sample Flexible Benefit 
Selection Sheet? 


Name Chris Reynolds 


Health Care:° 
HMO 
PPO 


Life Insurance:* 
IAE 
2 X AE 
3 X AE 
4 x AE 


Disability Insurance: 


50% AE 
55% AE 
60% AE 
65% AE 


Dental Coverage: 
Dental HMO 
Dental PPO 


Annual Earnings: $38,000 
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Years of Service: 3 
Credits to Spend? 6330 
Vacation:4 
Core 1 week Core 
3280 2 weeks 730 
3 weeks 1460 
4 weeks 2190 
Core 
273 Paid Holidays: 
546 7 days Core 
sio Personal Days: 
1 day Core 
Core 2 days 146 
240 3 days 292 
ae Retirement [401(k)]: 
2% match Core 
3% match 760 
Core 4% match 1520 
240 5% match 2280 
6% match 3040 


“All cost figures represent single employee coverage only, where applicable. For additional family coverages 
for health insurance, see footnote 3. 

Pall flexible credits are based on 37% of annual salary (AE). Flexible spending credits are those credits 
available to you to spend on benefits. Credits available for spending is the difference between total 
flexible credits and costs associated with core coverage. Any amount spent beyond “credits” will be 
deducted evenly over your 26 biweekly paychecks. 


“Health-care coverage is based on $283.33 per month for employee coverage only. Add $165 for 
employee plus one, and $228 for employee plus two or more per month for either coverage. 


4Vacation costs are calculated at 1/52 of annual earnings. 


Life insurance is calculated at $.072 per $1,000 of life insurance. 


‘Based on 2,080 hours worked annually and a cost per hour rate. 


Based on 2,080 hours worked annually and a cost per hour rate. 


Learning An HRM Skill CALCULATING A LONG-TERM DISABILITY PAYMENT 


About the Skill Much of the work of a benefits specialist revolves 
around mathematics and finance calculations.” Specific skills are 
hard to find. However, it is clear that any benefits specialist needs 
excellent computer skills, especially in spreadsheet applications. 
To this end, here’s a scenario that a benefits specialist may face 
that lends itself to the use of a spreadsheet application. To practice 
this skill, place the following information and calculations on a 
spreadsheet. 

Suppose an employee makes $36,000 per year ($3,000 per 
month). Your organization offers employees a long-term disability 
(LTD) insurance benefit at 65 percent of earnings, with a monthly 
cap at $4,000. The company’s LTD is also integrated with Social 
Security disability payments (SSDI) such that no more than 70 per- 
cent of salary is covered. The employee has a verifiable illness, is 
unable to work in any occupation, and has been covered under the 
company’s short-term disability plan for the past six months (the 
required time before long-term disability starts). To determine this 
employee’s long-term disability payment, you need to know the 
amount of SSDI monthly payment. Your research reveals that this 


employee is entitled to $8,400 in SSDI payments a year ($700 a 
month). You now have enough data to complete this employee’s 
LTD. After the calculations have been made, you see that this 
employee, given his circumstances, is eligible for a payment of $500 
from SSDI and $900 from the LTD policy. Even though the LTD 
limit of 65 percent of the employee’s salary would be $1,300, the 
total of LTD integrated with SSDI may not exceed $1,400 (70 per- 
cent of monthly salary). Here are the calculations: 


65 percent of annual earnings/month = $1,950 ($3,000 X .65) 
70 percent of monthly income for integration with 

Social Security = $2,100 ($3,000 x .70) 

SSDI benefit $8,400/12 = $700/month = $700 (given) 
Proposed total monthly payment without 

Social Security integration = $2,650 ($1,950 + $700) 

Proposed total monthly payment with Social Security integra- 
tion = $2,100 (maximum) 

m Overage = $550 ($2,650 — $2,100) 

m Actual LTD payment = $1,400($1,950 — $550)(LTD + overage) 


Enhancing Your Communication Skills 


Enhancing Your Communication Skills 


1. Search YouTube.com for a short video related to an employee 


benefits topic in Chapter 12. Develop a 5-10 minute presenta- 
tion to your class explaining how the video relates to 
employee benefits. 

. Survey local employers for the types of benefits they offer. 
Divide them into categories of small employers with up to 100 
employees, medium employers with up to 500 employees, and 
large employers with over 500 employers. Develop a presenta- 
tion with visual aids to explain your conclusions and any 
trends you determine. 

. Survey the perks offered by employers to: 

m your college president 

E alocal manufacturer 
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E a local financial institution 

E other large employer 

Prepare a two- to three-page paper comparing the perks 
offered in your community to those in other areas of the 
country. 


. Discuss the pros and cons of offering benefits for the sake of 


being competitive and innovative. In your discussion, address 
whether you believe it’s possible for benefits to become fads. 


. One controversy surrounding benefits administration today is 


offering domestic partner benefits. Develop a two- to three- 
page paper arguing (1) why domestic benefits should be 
offered to organizational members, and (2) why they shouldn’t. 
End the paper with your support of one side or the other. 


Chapter 13 


Ensuring a Safe 
and Healthy Work 
Environment 


Learning Outcomes 


After reading this chapter, you will be able to 
1 Discuss the organizational effect of the Occupational Safety and Health Act. 


2 List the Occupational Safety and Health Administration’s (OSHA) enforcement 
priorities. 


3 Explain what punitive actions OSHA can impose on an organization. 


4 Describe what companies must do to comply with OSHA record-keeping 
requirements. 


Identify ways that OSHA assists employers in creating a safer workplace. 
Describe most commonly cited OSHA safety violations. 
Explain what companies can do to prevent workplace violence. 


Define stress and the causes of burnout. 


Oo ON GD Ol 


Explain how an organization can create a healthy work site. 


10 Describe the purposes of employee assistance and wellness programs. 
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hey are teams of skilled profes- 

sional athletes and have an 

abundance of strength, agility, 
and stamina. They brighten our day 
when they come through for us. We 
brag of their performance and wait 
anxiously for their next appearance. 
They proudly wear the uniforms of 
brown, purple and orange, or the good 
old red, white and blue. We are refer- 
ring of course to the delivery drivers 
for UPS, FedEx, and the U.S. Postal 
Service. 

Is it a stretch to call them ath- 
letes? Webster’s Dictionary defines an 
athlete as “A person who is trained or 
skilled in exercises, sports, or games 
requiring physical strength, agility, 
or stamina.” That certainly seems to 
apply to the drivers of UPS, FedEx, 
and the U.S. Postal Service. How 
about other professions? Would the 
strength, flexibility, and concentra- 
tion it takes be a firefighter, para- 
medic, or baggage handler qualify 
them as athletes, too? How about 
workers at Boeing who bend, twist, 
and crawl through small sections of 
an aircraft, lifting and carrying heavy 
equipment all day? Would the defini- 
tion extend that far? Many of us 
underestimate the amount of physical 
exertion and activity in our jobs. The 
U.S. Department of Labor data indi- 
cates that sprains and strains are the 
leading type of illness or injury in 
every major industry sector, accounting 
for 40 percent of all injuries.’ Most 
are caused by falls or overexertion. 
Sounds pretty similar to athletic 
injuries, doesn’t it? 

Boeing has taken the comparisons 
seriously and is using the services of 


athletic trainers in implementing 


conditioning exercises, stretching, 
and physical therapy to prevent and 
treat injuries on the job. “Our goal is 
for employees to be able to fully 
engage in life without pain and injury 
and stay in the game for themselves, 
their families, and their career,” 
according to Dr. William Smith, 
Health Services Manager for Boeing. 
The program benefits both the 
employer and employee in many 
ways, “We’ve seen employees experi- 
ence improved flexibility, higher 
energy levels, a more positive outlook, 
greater resistance to injury and 
disease, and an enhanced ability to 
handle stress on and off the job,” 
Smith said.” 

UPS has found similar results. 
When considering that the average UPS 
driver lifts over 1 million pounds annu- 
ally while climbing in and out of trucks, 


handling an average of 350 packages 


daily, they turned to fitness profession- 
als to try to prevent and control injuries 
efficiently and control costs related to 
injuries on the job. Measures imple- 
mented included a warm-up “Three- 
Minute-Drill,” training in hydration, 
nutrition, strength, core training, condi- 
tioning, and body mechanics. One UPS 
region saw dramatic improvements 
including an 85 percent reduction in 
injuries and a 60 percent decrease in 
worker’s compensation costs. 

Many companies are recognizing 
the similarities between the strength, 
skill, and stamina needed on the job 
and in athletics. The U.S. Postal Service, 
FedEx, and Coca-Cola have also created 
programs to support the industrial ath- 
lete by hiring athletic trainers, creating 
conditioning and stretching programs, 
developing exercise routines, and pro- 
viding advice on nutrition to help them 


keep in the game. 


(Source: Darcy Padilla/The New York Times/Redux Pictures) 
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imminent danger 
A condition where an accident is about 
to occur. 


Chapter 13 Ensuring a Safe and Healthy Work Environment 


Introduction 


Organization officials have a legal and moral responsibility to ensure that the work- 
place is free from unnecessary hazards. Conditions surrounding the workplace must be 
safe for employees’ physical and mental health. Of course, accidents can and do occur, 
and the severity of them may astound you. Nearly 6,000 work-related deaths and 
approximately 4 million injuries and illnesses are reported each year in the United 
States.* More than 250 million days lost of productive time cost U.S. companies more 
than $100 billion annually.* The Occupational Safety and Health Administration 
(OSHA) tracks and reports the causes of accidents and injuries in the United States 
every year. Can you guess the most common cause of occupational injury in the United 
States? Read on and you'll learn! OSHA also provides many services to help employers 
keep the workplace safe. Many companies find that money spent on creating a safe and 
healthy work environment creates savings of lost work time, worker’s compensation 
claims, insurance premiums, and increases productivity. 


The Occupational Safety and Health Act 


The passage of the Occupational Safety and Health Act (OSH Act) dramatically 
changed HRM’s role in ensuring that physical working conditions meet adequate stan- 
dards (Exhibit 13-1). As the Civil Rights Act altered organizational commitment to 
affirmative action, the OSH Act has altered organizational health and safety programs. 
The impact of the OSH Act on the workplace has been profound. Since the act became 
law in 1970, annual workplace fatalities have fallen from 14,000 to under 6,000. 

OSH Act legislation established comprehensive and specific health standards, 
authorized inspections to ensure the standards are met, empowered the Occupa- 
tional Safety and Health Administration (OSHA) to police organizations’ compli- 
ance, and required employers to keep records of illness and injuries and calculate 
accident ratios. The act applies to almost every U.S. business engaged in interstate 
commerce. 

Those organizations not meeting the interstate commerce criteria of the OSH Act 
are generally covered by state occupational safety and health laws. The Occupational 
Safety and Health Administration (OSHA) provides industry safety standards for four 
major categories of employers: general industry, construction, agriculture, and maritime. 
In addition to the standards provided for these specific industries, a General Duty 
Clause covers any potentially dangerous or unhealthy workplace condition that isn’t 
covered by specific industry regulation. This allows OSHA flexibility in regulating any 
workplace activity, making sure that the safety and health of employees is protected. 
Employers are responsible for knowing standards and ensuring compliance. OSHA 
develops training and education programs to help employers understand the regula- 
tions and stay in compliance. 


OSHA Inspection Priorities 


Enforcement of OSHA standards varies depending on the nature of the event and 
the organization. Typically, OSHA enforces the standards based on a five-item pri- 
ority listing.” These are, in descending priority: imminent danger; serious accidents 
resulting in death or hospitalization of three or more employees; a current employee 
complaint; inspections of target industries with a high injury ratio; and random 
inspections. 

Imminent danger refers to a condition where an accident is about to occur. 
Although this is given top priority and acts as a preventive measure, imminent danger 
situations are hard to define. Generally imminent danger is considered to be a situation 
where the risk of grave injury or death is so likely that it could happen before OSHA has 
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OSHA Protection 


OSHA provides legally required posters like this one for free download online at www.osha.gov. 


Job Safe SSH / 
and Healt 
It's the law! 


EMPLOYEES 

You have the right to notify your employer or OSHA 
about workplace hazards. You may ask OSHA to keep 
your name confidential. 


tonal Sarery 


Department of Labor 


You have the right to request an OSHA inspection if you 
believe that there are unsafe and unhealthful conditions 
in your workplace. You or your representative may 
participate in that inspection 


You can file a complaint with OSHA within 30 days 

of retaliation or discrimination by your employer for 
making safety and health complaints or for exercising 
your rights under the OSH Act. 


You have the right to see OSHA citations issued to your 
employer. Your employer must post the citations at or 
near the place of the alleged violations 


Your employer must correct workplace hazards by the 
date indicated on the citation and must certify that 
these hazards have been reduced or eliminated. 


You have the right to copies of your medical records 
and records of your exposures to toxic and harmful 
substances or conditions. 


Your employer must post this notice in your workplace. 


You must comply with all occupational safety and health 
standards issued under the OSH Act that apply to your 
own actions and conduct on the job 


EMPLOYERS: 
You must furnish your employees a place of employment 
free from recognized hazards. 


You must comply with the occupational safety and health 

standards issued under the OSH Act. 

Free assistance in identifying and 
correcting hazards or complying with 
standards is available to employers, 


This free poster available from OSHA - without citation or penalty, through 

The Best Resource for Safety and Health OSHA-supported consultation 
programs in each state. 
1-800-321-OSHA 
www.osha.gov 


OSHA 3165-12-06R, 
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Marshall v. Barlow’s, Inc. 
Supreme Court case that stated an 
employer could refuse an OSHA 
inspection unless OSHA had a search 
warrant to enter the premises. 


Chapter 13 Ensuring a Safe and Healthy Work Environment 


a chance to investigate. According to OSHA, this includes examples such as “unstable 
trench or exposed electrical wire that could cause a serious or fatal accident immedi- 
ately under present conditions. It also may be a health hazard such as toxic substances 
or dangerous fumes, dusts, or gases that could cause death or irreversible physical 
harm, shorten life, or reduce physical or mental performance.”® 

This has given rise to the priority two category of incidents—recent accidents that led 
to serious injuries or death. Under the law, an organization must report these serious inci- 
dents to the OSHA field office within eight hours of occurrence. This permits the inves- 
tigators to review the scene and try to determine the cause of the accident. 

Priority three incidents, employee complaints, are a major concern for any manager. If 
an employee sees a violation of OSHA standards, that employee has the right to call 
OSHA and request an investigation. The worker may even refuse to work on the job in 
question until OSHA has investigated the complaint. This is especially true when a 
union is involved. For instance, some union contracts permit workers to legally refuse 
to work if they believe they are in significant danger. Accordingly, they may stay off the 
job with pay until OSHA arrives and either finds the complaint invalid or cites the com- 
pany and mandates compliance.” 

Next in the priority of enforcement is the inspection of targeted industries. Inspecting 
each of the several million U.S. workplaces would require several hundred thousand 
full-time inspectors. OSHA has limited resources, and its budget has been signifi- 
cantly cut in the past. So, to have the largest effect, OSHA began to partner with 
state health and safety agencies and together direct their attention to those indus- 
tries with the highest injury rates—industries such as chemical processing, roofing 
and sheeting metal, meat processing, lumber and wood products, transportation, 
and warehousing. 

The final OSHA priority is random inspection. Originally, OSHA inspectors were 
authorized to enter any work area premises, without notice, to ensure that the work- 
place was in compliance. In 1978, however, the Supreme Court ruled in Marshall v. 
Barlow’s, Inc.” that employers are not required to let OSHA inspectors enter the 
premises unless the inspectors have search warrants. This decision does not destroy 
OSHA’s ability to conduct inspections but forces inspectors to justify their choice of 
inspection sites more rigorously. That is, rather than trying to oversee health and 
safety standards in all of their jurisdictions, OSHA inspectors often find it easier to 
justify their actions and obtain search warrants if they appear to be pursuing specific 
problem areas. 

Attorneys who deal with OSHA suggest that companies cooperate rather than 
adopt a confrontational stance. Only a small percentage of companies require OSHA 
inspectors to obtain a warrant. OSHA inspectors are not supposed to be influenced by 
the warrant requirement when inspecting a business, but it may raise questions. Coop- 
eration focuses on permitting the inspection but only after reaching consensus on the 
inspection process. That’s not to say, however, that the company may keep inspectors 
from finding violations. If they are found, inspectors can take the necessary action. 
Finally, attorneys recommend that any information regarding the company’s safety 
program be discussed with the OSHA inspector, emphasizing how the program is com- 
municated to employees and how it is enforced. 

Should an employer believe that the fine levied is unjust or too harsh, the 


Companies should cooperate with OSHA law permits the employer to file an appeal. This appeal is reviewed by the 


inspections rather than adopt a confronta- 


tional stance. 


Occupational Safety and Health Review Commission, an independent 
safety and health board. Although this commission’s decisions are gen- 
erally final, employers may still appeal commission decisions through 
the federal courts. 


OSHA Record-Keeping Requirements 


Under the OSH Act, employers in industries where a high percentage of accidents 
and injuries occur must maintain safety and health records. Some organizations 


The Occupational Safety and Health Act 


such as universities and retail establishments are exempt from record keeping 
because of the low incidence of injury. It’s important to note, however, that organi- 
zations exempt from record-keeping requirements must still comply with the law 
itself; their only exception is the reduction of time spent on maintaining safety 
records. The basis of record keeping for the OSH Act is the completion of OSHA 
Form 300 (see Exhibit 13-2). Employers are required to keep these safety records on 
file for five years. 

In complying with OSHA record-keeping requirements, one issue arises for 
employers: Just what is a reportable accident or an illness? According to the act, 
OSHA distinguishes between the two in the following ways: Any work-related illness 
(no matter how insignificant it may appear) must be reported on Form 300. Injuries, 
on the other hand, are reported only when they require medical treatment (besides 
first aid) or involve loss of consciousness, restriction of work or motion, or transfer to 
another job. 

To help employers decide whether an incident should be recorded, OSHA offers a 
schematic diagram for organizations to follow (see Exhibit 13-3). Using this decision 
tree, organizational members can decide if, in fact, an event should be recorded. If so, 
the employer is responsible for recording it under one of three areas: fatality, lost work- 
day cases, or neither fatality nor lost workdays. Part of this information is then used to 
determine an organization’s incidence rate. An incidence rate reflects the “number of 
injuries, illnesses, or (lost) workdays related to a common exposure base rate of 100 full- 
time workers.” OSHA uses this rate to determine which industries and organizations 
are more susceptible to injury. Let’s look at the incidence rate formula and use it in an 
example. 

To determine the incidence rate, the formula (N/EH) X 200,000 is used, where 


m Nis the number of injuries and/or illnesses or lost workdays. 

m FH is the total hours worked by all employees during the year. 

m 200,000 is the base hour rate equivalent (100 workers X 40 hours per week X 50 
weeks per year). 


In using the formula and calculating an organization’s accident rate, assume we 
have an organization with 1,800 employees that experienced 195 reported accidents 
over the past year. We would calculate the incidence rate as follows: (195/3,600,000) x 
200,000."° The incidence rate, then, is 10.8. The significance of 10.8 depends on several 
factors. If the organization is in the meatpacking plant industry, where the industry 
average incidence rate is 14.9, the company is doing well. If, however, they are in the 
amusement and recreation services industry, where the industry incidence rate is 2.2, 
10.8 indicates a major concern. 


OSHA Punitive Actions 


An OSHA inspector has the right to levy a fine against an organization for noncom- 
pliance. Levying the fine is more complicated than described here. An organization 
that fails to bring a red-flagged item into compliance can be assessed a severe penalty. 
As originally passed in 1970, the maximum penalty was $10,000 per occurrence per 
day. However, with the Omnibus Budget Reconciliation Act of 1990, that $10,000 
penalty can increase to $70,000 if the violation is severe, willful, and repetitive. ' The 
agency has increased inspections and has been viewed as taking a tougher stance on 
workplace health and safety issues. Certain companies have seen what that focus can 
mean. In 2008, for example, OSHA conducted more than 38,000 inspections and 
issued more than 87,000 violations.'* Fines are not levied for safety violations alone. 
A company that fails to keep its OSH Act records properly can be subjected to stiff 
penalties. If an employee death occurs on the job, executives in the company may be 
criminally liable. 
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incidence rate 

Number of injuries, illnesses, or lost 
workdays as it relates to a common 
base of full-time employees. 
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Results from a work 
accident or from an 
exposure in the 
work environment 
and is 


A death An illness 
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Note: A case must involve a death, 


If a case A ae 
illness, or injury to an employee. 


Does not result 
from a work accident 
or from an exposure 

in the work 
environment 


An injury that 
involves 


Peer Loss of Restriction of Transfer to None of 
ecru consciousness work or motion another job these 


Exhibit 13-3 
Determining Recordability of a 
Case Under OSHA 


This flow chart shows the decision 
process used to answer the question: 
“Does this illness or injury need to be 

recorded?” 


Case must Case is not 
be recorded to be recorded 


OSHA: A Resource for Employers 


Although inspection, regulation enforcement, record keeping, and processes for viola- 
tions are major areas of emphasis for OSHA, the organization provides many other ser- 
vices to workers and employers. OSHA’s mission statement is: 


OSHA’s role is to promote the safety and health of America’s working men and women by set- 
ting and enforcing standards; providing training, outreach and education; establishing part- 
nerships; and encouraging continual process improvement in workplace safety and health. 


The mission is achieved by providing a variety of services including researching indus- 
tries with high injury and illness rates, targeting specific health and safety hazards for 
improvement, and providing education and training to employees and employers. 


Areas of Emphasis 


Industries with a significant number of illness and injuries as compared with other 
industries receive special attention from OSHA with the goal of reducing injuries to 
employees. Recently the areas that have been identified as requiring special emphasis are 
landscaping; oil and gas field services; and construction of residential buildings, com- 
mercial buildings, highways, streets and bridges. The National Emphasis Program (NEP) 
identifies major health and safety hazards that require attention. Recently, NEP has 
identified that workers at microwave popcorn processing plants are at risk of inhaling 
the butter flavoring chemicals resulting in rare lung disease called bronchiolitis obliterans. 
Symptoms include progressive shortness of breath, persistent cough, and unusual 
fatigue. Action was taken quickly to protect workers when the hazard was identified. 
Research has also indicated that Hispanic workers are at a higher risk of injury than 
other groups, because they are more likely than non-Hispanics to work in low-skilled, 
high-risk construction occupations such as roofers and laborers. OSHA has targeted at- 
risk Hispanic employees with Spanish language publications and education programs. 


Education and Training 


OSHA’s extensive Web site provides an enormous amount of practical, easy to read and 
understand information for employees and employers (see Exhibit 13-4). Regulations 


Exhibit 13-4 

Material Safety Data Sheet 

Employers with hazardous chemicals in the workplace are required to label them clearly and provide material safety data sheets (MSDS) such as 
shown here. 


Material Safety Data Sheet U.S. Department of Labor & 
May be used to comply with Occupational Safety and Health Administration » 
OSHA’s Hazard Communication Standard, (Non-Mandatory Form) 

29 CFR 1910.1200. Standard must be Form Approved 

consulted for specific requirements. OMB No.1218-0072 

IDENTITY (As Used on Label and List) Note: Blank spaces are not permitted. If any item is not applicable, or no 


information is available, the space must be marked to indicate that: 


Section I 
Manufacturer’s Name Emergency Telephone Number 
Address (Number, Street, City, State, and ZIP Code) Telephone Number for Information 


Date Prepared 


Signature of Preparer (optional) 


Section IH — Hazardous Ingredients/Identity Information 


Other Limits 
Hazardous Components (Specific Chemical Identity; Common Name(s)) OSHA PEL ACGIH TLV Recommended % (optional) 


Section HI — Physical/Chemical Characteristics 


Boiling Point Specific Gravity (H20 = 1) 

Vapor Pressure (mm Hg.) Melting Point 

Vapor Density (AIR = 1) Evaporation Rate (Butyl Acetate = 1) 
Solubility in Water 

Appearance and Odor 


Section IV — Fire and Explosion Hazard Data 
Flash Point (Method Used) Flammable Limits LEL UEL 


Extinguishing Media 


Special Fire Fighting Procedures 


Unusual Fire and Explosion Hazards 


(Reproduce locally) OSHA 174. Sept. 1985 
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Exhibit 13-4 
Continued 


Section V — Reactivity Data 


Ensuring a Safe and Healthy Work Environment 


Stability Unstable 


Conditions to Avoid 


Stable 


Incompatibility (Materials to Avoid) 


Hazardous Decomposition or Byproducts 


Hazardous May Occur 
Polymerization 


Conditions to Avoid 


Will Not Occur 


Section VI — Health Hazard Data 


Route(s) of Entry: Inhalation? Skin? Ingestion? 
Health Hazards (Acute and Chronic) 
Carcinogenicity: NTP? IARC Monographs? OSHA Regulated? 


Signs and Symptoms of Exposure 


Medical Conditions Generally Aggravated by Exposure 


Emergency and First Aid Procedures 


Section VII — Precautions for Safe Handling and Use 


Steps to Be Taken in Case Material Is Released or Spilled 


Waste Disposal Method 


Precautions to Be Taken in Handling and Storing 


Other Precautions 


Section VIII — Control Measures 


Respiratory Protection (Specific Type) 


Ventilation Local Exhaust 


Special 


Mechanical (General) 


Other 


Protective Gloves 


Eye Protection 


Other Protective Clothing or Equipment 


Work/Hygienic Practices 
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OSHA: A Resource for Employers 


are clearly defined and compliance and inspection procedures are explained in simple 
terms. Education and training are a major emphasis of the OSHA Web site, and include 
handbooks for small business, e-mail newsletters, training program information, and 
interactive online training called “eTools” that covers dozens of occupational safety and 
health topics. The OSHA site is also available in Spanish. 


Assisting Employers in Developing a Safer Workplace 


OSHA has made it a priority to work with small businesses in making the regulatory 
environment a little less intimidating. The language of the OSHA standards is now 
easier to understand, unnecessary rules have been eliminated, along with thousands of 
pages of regulations. An effort to reach out to small and entrepreneurial businesses 
and provide assistance and education includes the development of a four-part pro- 
gram to assist employers in developing a safer workplace. The four-part program 
includes the following. 


Management Commitment and Employee Involvement A first step toward 
safety is a strong management commitment to providing a safe and healthy workplace. 
Convincing employers to commit the time, effort, and expense necessary to protect 
employees should be easy considering the cost saving benefits, including: 


Healthier employees 

Lower worker’s compensation costs 
Reduced medical expenses 

Better quality products 

Increased productivity 

Increased morale 

Better labor/management relations 


Once management has chosen to lead the way with a strong commitment to safety, 
it must be demonstrated with clear policies and action. Employee involvement must be 
developed by including them in identifying safety and health problems. Employee 
insight and perspective is a valuable resource and their cooperation is necessary. Their 
safety and goodwill is important to business success. How can a company get them 
involved? Employers can: 


mE Develop and post a company worker safety policy near the OSHA workplace 
poster. 

m Hold regular meetings on safety and health with employees. 

E Require all management to follow the same safety standards as employees, 
including wearing hard hats, safety glasses and footwear. 

E Create and post written safety responsibilities for line managers, supervisors, 
and employees. 

m Allow adequate time and resources to determine hazards and correct them. 

E Regularly review and evaluate safety initiatives with employees. 

m Provide safety incentives including awards, prizes, or cash for workers or work 
units with excellent safety records. 


Worksite Analysis Employers hold responsibility for understanding what is neces- 
sary to keep workers safe from harm. Employers who lack expertise in determining all 
possible hazards and relevant standards should consider asking their state or regional 
OSHA programs for a free and confidential visit. Private safety consultants also offer 
similar services for a fee. 

Self-inspections by managers and employees can provide valuable insight into 
potential and existing problems and how to prevent them. Employees should be 
encouraged to report concerns honestly and promptly without fear of reprisals. 
Records of previous injuries and illness may indicate patterns that help prevent future 
problems. 
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OSHA's Top Ten Violations 


Every year, OSHA complies and reports statistics against harmful dust, fog, smoke, gas, vapors, sprays, and 
on the most common workplace safety viola- environments where oxygen may be insufficient. This pre- 
tions." The list doesn’t vary much from year to vents cancer, lung disease and even death. 

year. This list explains the top ten most cited vio- 6. Electrical wiring Electricity is a common workplace hazard. 
lations for 2008:18 Standards protect electricians and construction workers 


who come into direct contact with electricity as well as 
workers who come into indirect contact with electricity. 
That includes nearly everyone. 

7. Powered industrial trucks (PIT) Powered equipment such as 
forklifts, motorized hand trucks, and pallet jacks are cov- 
ered by OSHA standards. Standards cover design, mainte- 
nance, operation, and training procedures. Every year, 
employees are injured because of unsafe operation of pow- 
ered industrial trucks when they are accidentally driven off 
loading docks or strike an employee. Property damage is 
also common. 

8. Ladders Falls from ladders and scaffolding combined are 
the biggest cause of occupational injury in the United 
States. In recent years, deaths from falls have varied from 
160 to 809. Employers are required to protect workers who 
work over dangerous equipment or machinery, regardless 
of the distance. 

9. Machine guarding Moving machine parts must be covered 
or protected to prevent injuries like crushed fingers or 
hands, burns, eye injuries, or accidental amputations. 

10. Electrical systems This standard covers requirements for 
the way electrical systems in the workplace are designed. 
Workers should be protected from poorly designed elec- 
trical systems and workplace electrical hazards. Accord- 
ing to the National Institute for Occupational Safety 
and Health (NIOSH) electrocution is the third leading 
cause of work-related injury death among 16-17-year-olds. 
Examples of hazards include coming into contact with 
power lines while working on roofs, using ladders, 
operating vehicles with telescoping equipment, and tree 
trimming.” 


1. Scaffolding Employers must protect employees from falls 
and falling objects when they are using scaffolding more 
than ten feet off the ground; 72 percent of workers injured 
in scaffold accidents attributed the accident to either the 
planking shifting or falling, the employee falling, or being 
struck by a falling object. Eighty-eight people were killed in 
2007 from scaffold accidents. 

2. Fall protection OSHA provides employers with standards 
indicating where fall protection is required for employees 
working over four feet off the ground in general industry; 
six feet in construction. The standards include what type of 
fall protection must be used in given situations. The major- 
ity of falls are from ladders and roofs. Falls are the leading 
cause of death on the job. 

3. Hazard communication Employers are required to inform 
employees of the hazards of all chemicals in the workplace. 
Hazardous chemicals must be labeled and employees must 
be trained how to handle them. Material safety data sheets 
(MSDS) that explain the chemicals must be available to all 
employees. 

4. Control of hazardous energy, lockout/tagout OSHA standards 
require that power for equipment and machinery be cut 
during maintenance and servicing. This prevents situations 
where an employee servicing the equipment may be injured 
because another worker turns the power back on by mis- 
take. OSHA estimates that lockout/tagout (LOTO) proce- 
dures protect approximately 3 million workers who work 
with machinery or equipment. 

5. Respiratory protection OSHA estimates that five million 
workers are required to wear respirators in over one million 
workplaces in the United States. Respirators protect 


National Institute for Hazard Prevention and Control Worksite analysis may uncover hazards that must 
Occupational Safety and be eliminated or controlled. OSHA state offices may provide valuable advice on how to 
Health (NIOSH) do this, but there are many things employers can do themselves too. For example, once 
The government agency that researches safe work procedures are established, they can provide adequate training so all employ- 
and sets OSHA standards. ees can understand and demonstrate the safe procedures. A company can also make 


compliance with the procedures more than voluntary. Employees may consider safety 
equipment or protective clothing to be bulky, hot, or uncomfortable and may need 
some encouragement to use it. Refusal to use protective clothing or equipment must be 
taken seriously. The company disciplinary policy should be used by providing warnings 
and appropriate consequences to employees who do not comply with safety policies. If 
personal protective equipment is necessary, employers need to make sure employees 
know why it is necessary and know when to use it and how to maintain it. It is impor- 
tant to remember that if safety equipment such as boots or goggles is required, the 
employer must pay for iS 


Contemporary Health and Safety Issues 


Companies must maintain equipment regularly to prevent breakdowns and haz- 
ardous situations. There needs to be a plan for fires and any natural disasters that an 
area is likely to experience and drills should be conducted so employees know how to 
respond quickly. All hazardous materials should be labeled and employees must have 
access to material safety data sheets (MSDS) as shown in Exhibit 13-4. Finally, employ- 
ers should consider asking a local doctor or nurse to provide assistance with planning 
for first aid or medical emergencies. 


Training for Employees, Supervisors, and Managers Owners and managers need 
to be sure that employees understand possible workplace hazards and are trained in 
how to handle them. OSHA state consultants or private safety consultants will be able 
to recommend and provide relevant training for every business. An employer should 
attempt to make training memorable by making it interesting and interactive. And they 
shouldn’t forget to provide training to new employees, or employees who are moving to 
new jobs. Finally, companies need to utilize the OSHA Web site for information about 
additional training programs. 


Contemporary Health and Safety Issues 


Safety is everyone’s responsibility and should be part of the organization’s culture. Top 
management must show its commitment to safety by providing resources to purchase 
safety devices and maintaining equipment. Furthermore, safety should become part of 
every employee’s performance goals. As we mentioned in Chapter 10 on performance 
evaluations, if something isn’t included, there’s a tendency to diminish its importance. 
Employers must always be aware of trends and developments that may produce con- 
cerns for the health and safety of employees. Let’s examine several topics of current con- 
cern to employers. 


Workplace Violence 


Recent episodes of violence in the workplace, on college campuses, and at schools have 
made us painfully aware that we cannot take safety for granted. No organization is 
immune, and the problem appears to be growing.”° An employee leaves the company’s 
sensitivity training seminar and kills several of his co-workers; an upset purchasing 
manager stabs his boss because they disagreed over how paperwork was to be com- 
pleted; a disgruntled significant other enters the workplace and shoots his mate; an 
employee becomes violent over having his wages garnished—incidents like these make 
the headlines. Workers in late-night retail establishments and health-care employees are 
also at a high risk of violence from customers and patients.” Consider the following 
statistics: More than 1,000 employees are murdered, and more than 1 million employ- 
ees are assaulted on the job each year in more than 300,000 occurrences of workplace 
violence costing organizations more than $120 billion.” Homicide is in the top three 
causes of work-related deaths in the United States.”° 

According to OSHA, employees at increased risk of violence are workers who 
exchange money with the public, make deliveries, work alone or in small groups, work 
late night or early morning hours, or work in community settings where extensive con- 
tact with the public is necessary. This would include health care and social service work- 
ers, probation officers, gas and utility employees, phone and cable installers, retail 
workers, letter carriers, and taxi drivers, to name a few.** The issue for employers, then, 
is how to prevent on-the-job violence and reduce liability should an unfortunate event 
occur.” Because the circumstances of each incident are different, a specific plan of 
action for companies is difficult to detail. However, we have several suggestions. First, 
the organization must develop a plan to deal with the issue. This may mean reviewing 
all corporate policies to ensure that they do not adversely affect employees. In fact, the 
many cases where violent individuals caused mayhem in an office setting but didn’t 
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At this height one must be extremely 
careful. While employers provide all the 
safety equipment required, sometimes 
accidents happen. In many cases, the 
cause is human error. As these window 
washers know, there's little margin of 
error before an accident happens. 
(Source: © AP/Wide World Photos) 
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commit suicide have had one common factor: these employees were treated with nei- 
ther respect nor dignity.”° They were laid off without any warning, or they perceived 
they were being treated too harshly in the discipline process. Sound HRM practices can 
help to ensure respect and dignity for employees even in the most difficult issues such 
as terminations. 

Organizations must also train their supervisory personnel to identify troubled 
employees before problems escalate to violence.” Employee assistance programs 
(EAPs) can be designed specifically to help these individuals. Rarely does an individual 
go from being happy to committing some act of violence overnight! Furthermore, if 
supervisors are better able to spot the types of demonstrated behaviors that may lead to 
violence, they can remove those who cannot be helped through an employee assistance 
program before others are harmed.” 

Organizations should also implement stronger security mechanisms.”? For exam- 
ple, many women killed at work following a domestic dispute die at the hands of some- 
one who didn’t belong on company premises. These individuals, as well as violence 

paraphernalia—guns, knives, and such—must be kept from entering the 


fqn 30 
More than 1,000 employees are murdered facilities altogether. 


and more than 1 million employees are 


assaulted on the job each year. 


sick building 
An unhealthy work environment. 


Scenes like this have become too familiar 
in the United States. Workplace violence 
accounts for more than 1,000 murders 
each year, and more than 1 million 
employees are assaulted on the job each 
year. It’s an issue that management 
cannot ignore. (Source: © Heather 
Ainsworth/AP/Wide World Photos) 


Sadly, no matter how careful the organization, or what attempts at pre- 

r r 31 : 3 
vention, workplace violence will occur.” In those cases, the organization 
must be prepared to handle the situation and offer whatever assistance it 
can to deal with the aftermath.” 


Indoor Air Quality 


Unhealthy work environments are a concern to everyone. If workers cannot function 
properly at their jobs because of constant headaches, watering eyes, breathing difficul- 
ties, or fear of exposure to materials that may cause long-term health problems, pro- 
ductivity will decrease. Consequently, creating a healthy work environment is not only 
proper, it also benefits the employer. Often referred to as sick buildings, environments 
may contain airborne contaminants from office machines, cleaning products, con- 
struction activities, carpets and furnishings, perfumes, cigarette smoke, water-damaged 
building materials, latex products, perfumes, air fresheners, microbial growth (fungal/ 
mold and bacterial), insects, and outdoor pollutants. Other factors such as indoor 
temperatures, relative humidity, and ventilation levels can also affect how individuals 
respond to the indoor environment.** 

Many employers have removed asbestos from their buildings. Links between 
extended exposure to asbestos and lung cancer have prompted various federal agencies 
such as the EPA to require companies to remove asbestos altogether or at least seal it so 
that it cannot escape into the air. But asbestos is not the only culprit. Germs, fungi, 
mold, and a variety of synthetic pollutants cause problems, too." Although specific 
problems and their elimination go beyond the scope of this text, some suggestions for 


keeping the workplace healthy include?" 


m Make sure workers have enough fresh air. The cost of providing it is minimal 
compared with the expense of cleaning up a problem. One simple tactic: unseal 
vents closed in overzealous efforts to conserve energy. 

E Avoid suspect building materials and furnishings. As a general rule, if it stinks 
before installation, it will emit an odor afterward. Substitute tacks for smelly 
carpet glue or natural wood for chemically treated plywood. 

Em Test new buildings for toxins before occupancy. Failure to do so may lead to 
health problems. Most consultants say that letting a new building sit temporar- 
ily vacant allows the worst fumes to dissipate. 

E Provide a smoke-free environment. If you don’t want to ban smoking entirely, 
establish an area for smokers with its own ventilation system. 

E Keep air ducts clean and dry. Water in air ducts is a fertile breeding ground for 
molds and fungi. Servicing the air ducts periodically can help eliminate growths 
before they cause harm. 
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m Pay attention to workers’ complaints. Dates and particulars should be recorded 
by a designated employee. Because employees often are closest to the problems, 


they are a valuable source of information. 


The information presented is important to follow, but one item in particular is note- 
worthy for us to explore a bit further. This is the smoke-free environment. 


The Smoke-Free Environment 


Debate is hot over whether smoking should be prohibited in a public place of busi- 
ness, even, say, in a bar, where forbidding smoking could put the establishment out of 
business. The dangers and health problems associated with smoking have been well 
documented, and they translate into increased health insurance costs. Furthermore, 
smokers were found to be absent more than nonsmokers, to lose productivity due to 
smoke breaks, to damage property with cigarette burns, to require more routine 
maintenance (ash/butt cleanup), and to create problems for other employees through 
secondhand-smoke disorders. Smoke-free policies in conjunction with society’s 
emphasis on wellness have appeared to control maladies associated with smoking. 
Although many nonsmokers would prefer a total ban on smoking in the work- 
place, it may not be the most practical. Employees who smoke may find quitting 
immediately impossible. The nicotine addiction may prohibit a cold-turkey approach 
for the most ardent smoker. Accordingly, a total ban on smoking should take a 
phased-in approach. For example, this gradual process may begin with representa- 
tive employees helping determine the organization’s smoke-free goals and timetables. 
This means deciding if the organization will ban smoking altogether over a period of 
time, or if special areas will be designated as smoking rooms. If the latter, such rooms 
must be properly ventilated to keep smoke fumes from permeating other parts of the 


facility. 


Consequently, the organization needs to look at incentives for encouraging peo- 
ple not to smoke (see Ethical Issues in HRM). As mentioned previously, health-care 
premiums—as well as life insurance policies—for smokers are significantly higher than 
for nonsmokers. Employers may decide to pay only the nonsmoking premium and 


Faith in the Slaughterhouse 


Reverend Louis Hoger prefers to be called Lou as 
he visits with employees at Tyson Foods pork 
processing plant in Perry, lowa. Tyson’s employ- 
ees 1,100 people at this facility and employs 
Hoger, a Lutheran minister, and Erasmo Velez, a 
Presbyterian minister, to provide pastoral care, counseling, 
and be a good listener to all Tyson employees, regardless of 
religious affiliation. Hoger and Velez are among a rising num- 
ber of “Workplace Chaplains” at businesses ranging from a 
Coca-Cola bottling plant to a Cadillac dealership. Tyson 
employs chaplains in seven Iowa plants and eighty-one facili- 
ties nationally. 

There are at least 1,835 chaplains in companies throughout 
the United States, according to Marketplace Chaplains, an orga- 
nization that supplies chaplains to businesses that are not large 
enough to hire one themselves.°° Hoger tries to visit all depart- 
ments at the huge processing plant regularly, becoming a famil- 
iar presence to employees who might not need his guidance and 
comfort today, but may tomorrow. Issues of concern might 


WORKPLACE ISSUES 


include drug and alcohol abuse or family problems such as a 
worker who was distracted and upset because she was estranged 
from her grandson. Hoger and Velez visit workers in the hospi- 
tal, officiate at weddings and funerals, and discuss everyday life 
with the workers. “It’s nice to have them around,” states one 
employee who goes on to say “It’s nice to have the spiritual help 
if people have a problem and need to talk about it.” 

Brian Jackson, a supervisor, feels that the chaplains are a 
good complement to the supervisor employee relationship. 
“When it’s a little too personal for us, they can help team mem- 
bers with their personal problems.” Conversations are confiden- 
tial, but the chaplains must go to the company if an employee 
threatens violence, reports discrimination or harassment, or 
works without proper documentation. The chaplains also avoid 
discussing issues that are covered by union contracts. 

Benefits of the workplace chaplain program include a 
reduction of turnover in high-stress jobs such as the pork pro- 
cessing plant in Perry. Other companies have found that the 
presence of a chaplaincy program assists in recruiting.” 
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repetitive stress injuries 
Injuries sustained by continuous and 
repetitive movements of the hand. 


musculoskeletal disorders 
(MSDs) 

Continuous-motion disorders caused 
by repetitive stress injuries. 


carpal tunnel syndrome 
A repetitive-motion disorder affecting 
the wrist. 


stress 

A dynamic condition in which an indi- 
vidual confronts an opportunity, con- 
straint, or demand related to a desire 
and perceives the outcome both uncer- 
tain and important. 
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pass the additional premium costs on to smokers. Companies also require various 
options for individuals to seek help. Through assistance programs such as smoking- 
cessation classes, the organization can show that it is making a deliberate commitment 
to eliminate the problems associated with smoking in the workplace. 


Repetitive Stress Injuries 


Whenever workers are subjected to a continuous motion like keyboarding, without 
proper workstation design (seat and keyboard height adjustments), they run the risk of 
developing repetitive stress injuries, or musculoskeletal disorders (MSDs). These 
disorders, which account for nearly 40 percent of annual workplace illnesses include 
headaches, swollen feet, back pain, or nerve damage, cost U.S. companies several billion 
dollars annually, and account for one-third of all workers’ compensation claims.*® The 
most frequent site of this disorder is in the wrist, called carpal tunnel syndrome. It 
affects more than 40,000 U.S. workers and costs companies more than $60 million 
annually in health-care claims.*” Given the magnitude of problems associated with 
MSDs, OSHA issued standards in late 2000 to combat this workplace problem—stan- 
dards that saved nearly $10 billion from reduced work-related injuries.*° 

One chief means of reducing the potential effects of cumulative trauma disorders 
for an organization, however, is through the voluntary use of ergonomics.*! Ergonom- 
ics involves fitting the work environment to the individual. Reality tells us that every 
employee is different in shape, size, height, and so forth. Expecting each worker to 
adjust to standard office furnishings is just not practical. Instead, recognizing and act- 
ing on these differences, ergonomics looks at customizing the work environment until 
it is not only conducive to productive work but keeps the employee healthy.*” 

When we speak of ergonomics, we are primarily addressing two main areas: the 
office environment and office furniture.** Organizations are reviewing office settings, 
the work environment, and space utilization in an effort to provide more productive 
atmospheres. This means that new furniture purchased is designed to reduce back 
strain and fatigue. Properly designed and fitted office equipment can also help reduce 
repetitive stress injuries. 
tional white walls, and experimenting with lighting brightness as a means of lessening 


Furthermore, companies are using colors, rather than tradi- 


employee exposure to harmful eyestrain associated with computer monitors. 


Stress 


Stress is a dynamic condition in which an individual confronts an opportunity, con- 
straint, or demand related to what he or she desires, and for which the outcome is per- 
ceived as both uncertain and important. Stress is a complex issue, so let us look at it 
more closely. Stress can manifest itself in both positive and negative ways. Stress is said 
to be positive when the situation offers an opportunity for one to gain something; for 
example, the psyching up an athlete goes through can be stressful but can lead to max- 
imum performance. When constraints or demands are placed on us, however, stress 
can become negative." Let us explore these two features—constraints and demands. 

Constraints are barriers that keep us from doing what we desire. Purchasing a new 
car may be your desire, but if you cannot afford it, you are constrained from purchasing 
it. Accordingly, constraints take control of a situation out of your hands. If you cannot 
afford the car, you cannot buy it. Demands, on the other hand, may cause you to give 
up something you desire. If you wish to go to a movie with friends on Tuesday night but 
have a major examination Wednesday, the examination may take precedence. Thus, 
demands preoccupy your time and force you to shift priorities. 

Constraints and demands can lead to potential stress. When coupled with uncer- 
tainty about the outcome and its importance, potential stress becomes actual stress. 
Regardless of the situation, if you remove uncertainty or importance, you remove stress. 
For instance, you may have been constrained from purchasing the car because of your 
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budget, but if you just won one in a radio-sponsored contest, the uncertainty element is 
significantly reduced. Furthermore, if you are auditing a class for no grade, the impor- 
tance of the major examination is essentially nil. Constraints or demands that affect an 
important event and leave the outcome unknown add pressure—pressure resulting in 
stress. 

We are not attempting to minimize stress in people’s lives, but it is important to 
recognize that both good and bad personal factors may cause stress. Of course, when 
you consider the restructuring and other changes occurring in U.S. organizations, it is 
little wonder that stress is so rampant in today’s companies. Stress-related problems are 
costing U.S. corporations nearly $300 billion annually in “lost productivity, increased 
worker compensation claims, turnover, and health care costs.”*° And stress on the job 
knows no boundaries. 

In Japan, a concept called karoshi refers to death from overworking—employees 
who die after working more than 3,000 hours the previous year—18-plus 
hours each day with nearly every minute scheduled out in specific detail. ee, R 
One in six a a ae a ak more than 3,100 hours annually. In Japan, up ward of 10,000 individuals die 
Upward of 10,000 individuals die each year from heart attack or stroke, annually from being overworked. 
and karoshi is listed as their cause of death.*” 


karoshi 
A Japanese term meaning death from 
overworking. 


Common Causes of Stress 


stressor 
Stress can be caused by factors called stressors. Causes of stress can be grouped into Something that causes stress in an 
two major categories: organizational and personal as shown in Exhibit 13-5.*° Both individual. 


directly affect employees and, ultimately, their jobs. 

There is no shortage of stressors within any organization.” Pressures to avoid 
errors or complete tasks in a limited time, a demanding supervisor, and unpleasant 
co-workers are a few examples. Below, we organize stressors into five categories: task, 
role, and interpersonal demands; organization structure; and organizational leadership. 


Having a really aggravating day? It 
appears this employee is, too. After 
significant staffing cutbacks in the 
organization, she now does the work 
once handled by three workers. She 
Sources of stress in an employee's life come from the organization and still has a job, but the job is often 
from personal life. Stress from each source tends to affect performance overwhelming, causing stress. 

in the other. (Source: iStockphoto) 


Exhibit 13-5 
Major Stressors 
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Task demands relate to an employee’s job. They include the design of the person’s job 
(autonomy, task variety, degree of automation), working conditions, and the physical 
work layout. Work quotas can put pressure on employees when their outcomes are per- 
ceived as excessive.” The more interdependence between an employee’s tasks and the 
tasks of others, the more potential stress present. Autonomy, on the other hand, tends 
to lessen stress. Jobs where temperatures, noise, or other working conditions are dan- 
gerous or undesirable can increase anxiety. So, too, can working in an overcrowded 
room or in a visible location where interruptions are constant. 

Role demands relate to pressures placed on an employee as a function of the particu- 
lar role he or she plays in the organization. Role conflicts create expectations that may 
be hard to reconcile or satisfy. Role overload is experienced when the employee is 
expected to do more than time permits. Role ambiguity is created when role expecta- 
tions are unclear and the employee is unsure what to do. 

Interpersonal demands are pressures created by other employees. Lack of social sup- 
port from colleagues and poor interpersonal relationships can cause considerable 
stress, especially among employees with a high social need. 

Organization structure can increase stress. Excessive rules and an employee’s lack of 
opportunity to participate in decisions that affect him or her are examples of structural 
variables that might be potential sources of stress. 

Organizational leadership represents the supervisory style of the organization’s com- 
pany officials. Some managers create a culture characterized by tension, fear, and anxi- 
ety. They establish unrealistic pressures to perform in the short run, impose excessively 
tight controls, and routinely fire employees who don’t measure up. The effects of this 
style of leadership flow down through the organization to all employees. 

Personal factors that can create stress include family issues, personal economic 
problems, and inherent personality characteristics. Because employees bring their per- 
sonal problems to work with them, a manager must first understand these personal fac- 
tors in order to fully understand employee stress. Evidence also indicates that employee 
personality affects susceptibility to stress. The most commonly used descriptions of 
these personality traits is called Type A-Type B dichotomy. 

Type A behavior is characterized by a chronic sense of time urgency, excessive 
competitive drive, and difficulty accepting and enjoying leisure time. The opposite of 
Type A is Type B behavior. Type Bs rarely suffer from time urgency or impatience. 
Until quite recently, it was believed that Type As were more likely to experience stress on 
and off the job. A closer analysis of the evidence, however, has produced new conclusions. 


role conflicts 
Expectations that are difficult to recon- 
cile or achieve. 


role overload 
When an employee is expected to do 
more than time permits. 


role ambiguity 
When an employee is not sure what 
work to do. 


type A behavior 
Personality type characterized by chronic 
urgency and excessive competitive drive. 


type B behavior 
Personality type characterized by lack 
of either time urgency or impatience. 


Employees Wasting Time at Work 


For years employers have touted the benefits of 
computers and technology in their support of 
enhanced productivity in the organization. But a 
question remains with regard to technology—that 
is, do employees use the technology for reasons 
other than work? For the most part, it appears the 


40 percent of employees’ Internet use at work is for recreational 
purposes—20 percent of that for visiting pornographic Web 
sites. Cyberloafing is costing U.S. organizations millions of dol- 
lars each year. 

If the work itself isn’t interesting or creates excessive stress, 
employees are likely to be motivated to do something else. If 


answer is yes—and it’s called cyberloafing. 

Cyberloafing refers to the act of employees using their orga- 
nization’s Internet access during work hours to surf non-job- 
related Web sites and to send or receive personal emails. The evi- 
dence indicates that cyberloafing is consuming a lot of time 
among workers who have Internet access. Research indicates, for 
example, that nearly one-fourth of all U.S. employees with Inter- 
net access spend at least an hour of each workday visiting sites 
unrelated to their job. In addition, it is estimated that nearly 


they have easy access to the Internet, that “something else” is 
increasingly using the Internet as a diversion. The solution to 
this problem includes making jobs more interesting to employ- 
ees, providing formal breaks to overcome monotony, and estab- 
lishing clear guidelines so employees know what online behaviors 
are expected. Many employers are also installing Web monitoring 
software, although there is evidence that such efforts can under- 
mine trust in the organization and adversely affect employee 
morale. 


Stress 


It has been found that only the hostility and anger associated with Type A behavior is 
actually associated with the negative effects of stress. And Type Bs are just as suscepti- 
ble to these same anxiety-producing elements. Managers must recognize that Type A 
employees are more likely to show symptoms of stress even if organizational and per- 
sonal stressors are low. 


Symptoms of Stress 


What signs indicate that an employee’s stress level might be too high? Stress reveals 
itself in three general ways: physiological, psychological, and behavioral symptoms. 

Most early interest in stress focused on health-related, or physiological concerns. 
This was attributed to the realization that high stress levels result in changes in metab- 
olism, increased heart and breathing rates, increased blood pressure, headaches, and 
increased risk of heart attacks. Because detecting many of these requires medical train- 
ing, their immediate and direct relevance to managers is negligible. 

Of greater importance to managers are psychological and behavioral symptoms of 
stress, those that can be witnessed in the person. The psychological symptoms appear 
as increased tension and anxiety, boredom, and procrastination, which can all lead to 
productivity decreases. So too can behaviorally related symptoms such as changes in 
eating habits, increased smoking or substance consumption, rapid speech, or sleep 
disorders. 


Reducing Stress 


Reducing stress presents a dilemma for managers. Some stress in organizations is 
absolutely necessary; without it, workers lack drive and incentive. Accordingly, when- 
ever we consider stress reduction, we want to reduce its dysfunctional aspects. 

One of the first means of reducing stress is to make sure that employees are prop- 
erly matched to their jobs—and that they understand the extent of their “authority.” 
Furthermore, letting employees know precisely what is expected of them reduces role 
conflict and ambiguity. Redesigning jobs can also help ease work overload-related stres- 
sors. Employees need input in what affects them: involvement and participation have 
been found to lessen stress. 

Employers must recognize that no matter what they do to eliminate organizational 
stressors, some employees will still stress out. Employers have little or no control over 
personal factors. They also face an ethical issue when personal factors cause stress. That 
is, just how far can one intrude on an employee’s personal life? To help deal with this 
issue, many companies have started employee assistance and wellness programs.°° 
These employer-offered programs are designed to assist employees in financial plan- 
ning, legal matters, health, fitness, stress, and similar areas where employees are having 
difficulties. 


A Special Case of Stress: Burnout 


Worker burnout is costing U.S. industry billions of dollars. Burnout is a multifaceted 
phenomenon, the byproduct of both personal and organizational variables. It can be 
defined as a function of three concerns: “chronic emotional stress with (a) emotional 
and/or physical exhaustion, (b) lowered job productivity, and (c) dehumanizing of 
jobs” Note that none of the three concerns includes long-term boredom. Boredom, 
often referred to as burnout, is not the same. 


Causes and Symptoms of Burnout The factors contributing to burnout can be 
identified as follows: organization characteristics, perceptions of the organization, per- 
ceptions of role, individual characteristics, and outcomes.*° Exhibit 13-6 summarizes 
these variables. Although they can lead to burnout, their presence does not guarantee 
that burnout will occur. Much of that outcome is contingent on the individual’s capa- 
bility to work under and handle stress. Because of this contingency, stressful conditions 


burnout 
Chronic and long-term stress. 
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Caseload Leadership Autonomy Family/friends Satisfaction 
Formalization Communication Job involvement Support Turnover 
Turnover rate Staff support Being supervised Sex 
Staff size Peers Work pressure Age 

Clarity Feedback Tenure 

Rules and procedures Accomplishment Ego level 

Innovation Meaningfulness 


Administrative support 


Exhibit 13-6 

Variables Found to Be 
Significantly Related to Burnout™* 
Burnout can come from a variety of job 
and personal issues. HRM professionals 
need to identify the symptoms and causes 
of burnout. 


employee assistance programs 
(EAPs) 

Specific programs designed to help 
employees with personal problems. 


result in a two-phased outcome: the first level is the stress itself and the second level is 
the problems that arise from its manifestation. 


Reducing Burnout Recognizing that stress is a fact of life and must be properly chan- 
neled, effective organizations establish procedures for reducing these stress levels 
before workers burn out. Although no clear-cut remedies are available, four techniques 
are proposed:*” 


1. Identification Analyze the incidence, prevalence, and characteristics of burnout in 
individuals, work groups, subunits, or organizations. 

2. Prevention Attempt to prevent the burnout process before it begins. 

Mediation Develop procedures for slowing, halting, or reversing the burnout process. 

4. Remediation Aid or redirect individuals who are already burned out or are rapidly 
approaching the end stages of this process. 


p 


The key point is to first make accurate identification, and then, and only then, tailor 
a program to meet that need. The costs associated with burnout lead many companies to 
implement a full array of programs—including Employee Assistance Programs (EAPs)—to 
help alleviate the problem. Many of these programs are designed to do two tasks: increase 
productivity and make the job more pleasant for the worker. 


Employee Assistance Programs 


No matter what kind of organization or industry one works in, employees will occa- 
sionally have personal problems. Whether the problem relates to job stress or to legal, 
marital, financial, or health issues, one commonality exists: if an employee experiences 
a personal problem, sooner or later it will manifest itself at the workplace in terms of 
lowered productivity, increased absenteeism, or turnover (behavioral symptoms of 
stress). To help employees deal with these personal problems, more companies are 
implementing employee assistance programs (EAPs). 


A Brief History of EAPs 


Thus far, we have discussed the various aspects of HRM designed to create an environment 
where an employee can be productive. We emphasized finding the right employees to fit 
the jobs, training them to do the job, and then giving them a variety of opportunities to 
excel. All of this takes considerable time and money. Employees need time to become fully 
productive—a process that requires the company to invest in its people. As with any invest- 
ment, the company expects an adequate return. Now, how does this relate to EAPs? 
Contemporary employee assistance programs (EAPs) are extensions of programs 
that had their start in U.S. companies in the 1940s.°8 Companies such as DuPont, Stan- 
dard Oil, and Kodak recognized that some employees were experiencing problems with 
alcohol. Formal programs were implemented on the company’s site to educate these 
workers about the dangers of alcohol and help them overcome their addiction. The rationale 


Employee Assistance Programs 


for these programs, which still holds today, is returning a productive employee to the 
job as swiftly as possible. For example, suppose Robert has been with your company for 
years. Robert was always a solid performer, but lately you notice his performance declin- 
ing. The quality of his work is diminishing; he has been late three times in the past five 
weeks, and rumor has it that Robert has a problem with alcohol. You have every right to 
discipline Robert according to the organization’s discipline process, but discipline 
alone is unlikely to help, and after a time, you may end up firing him. You'll lose a 
once-good performer and must fill the position with another—a process that may take 
eighteen months to finally achieve Robert’s productivity level. Instead of firing him, 
you decide to refer Robert to the organization’s EAP. This confidential program works 
with Robert to determine the cause(s) of his problems and seeks to help him overcome 
them. He meets frequently at first with the EAP counselor, and after a short period of 
time, Robert is back on the job—with performance improving.°” After 
four months, he is performing at the level prior to when the problem 
got out of hand. You have your fully productive employee back in four 
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Studies suggest that companies save at least 


months, as opposed to possibly eighteen months, had you fired and $5 for every dollar spent on EAPs. 


replaced Robert. 


EAPs Today 


Following their early focus on alcoholic employees, EAPs have ventured into new areas 
such as adoption counseling, legal assistance, death of a loved one, and child-parent rela- 
tions.°° However, one of the most notable areas is the use of EAPs to help control rising 
health insurance premiums, especially in mental health and substance abuse services.°! 

Organizations do see returns on these investments. U.S. companies spend almost 
$1 billion each year on EAP programs. Studies suggest that most companies save from 
$5 to $16 for every EAP dollar spent.°” That, for most organizations, is a significant 
return on investment! 

No matter how beneficial EAPs may be to an organization, one aspect cannot be 
taken for granted: employee participation. Employees must see EAPs as worthwhile, 
and designed to help them deal with personal problems.®° To accept EAPs, employees 
need to know about the program and understand its confidential nature.°* Accord- 
ingly, they need extensive information regarding how the EAP works, how they can use 
its services, and its guaranteed confidentiality. Furthermore, supervisors must be prop- 
erly trained to recognize changes in employee behaviors and to refer them to the EAP in 
a confidential manner.®° 


Wellness Programs/Disease Management 


In addition to EAPs, many organizations are implementing wellness programs— 
many designed to help employees avoid certain diseases. A wellness program is 
designed to keep employees healthy.°° These programs are varied and may focus on 
smoking cessation, weight control, stress management, physical fitness, nutrition 
education, high blood pressure control, violence protection, work-team problem inter- 
vention, and other issues.°” Wellness programs can help cut employer health costs and 
lower absenteeism and turnover by preventing health-related problems.°® Healthcare 
products company Johnson and Johnson reported that their employee healthcare 
costs dropped from $13 million to $4.5 million after they created a wellness program 
that included screening for high cholesterol, high blood pressure, diabetes, cancer car- 
diovascular disease, and other conditions. The program also included seminars on 
stress management and other health issues.°? 

It is interesting to note that similar to EAPs, wellness programs work only when 
employees see value in them. This requires top management support—resources and 
personal use of the programs—or the wrong message may be sent to employees. Second, 
wellness programs need to serve the family as well as the employees themselves. This 
not only provides an atmosphere where families can get healthy together, it also reduces 


wellness programs 
Organizational programs designed to 
keep employees healthy. 
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ETHICAL ISSUES IN HRM 


Smokers and the Obese Need Not Apply 


Almost every organization in the United States 
recognizes that it’s imperative to have healthy 
employees. Given the significant cost increases 
in health insurance coverage for employees (see 
Chapter 12), employers have looked at a number 
of ways to reduce these ever-increasing financial burdens. 
Many have implemented wellness/disease-management pro- 
grams designed to assist employees in maintaining a healthy 
life. Programs such as exercise, diet, blood pressure control, 
and smoking cessation can be found in nearly all organizations 
that offer such assistance to employees. But some other orga- 
nizations are viewing this a bit differently. Rather than assist 
employees in preventing such difficulties, they are simply de- 
ciding to not hire smokers and individuals who are obese be- 
cause of the increased risk of health issues. As long as obesity is 
not attributable to a disability (which would be a potential 
EEO violation), the organization has every right to do so. Only 
some states protect the rights of smokers in regard to employ- 
ment and smokers may be charged higher insurance premiums 
in any state. 
Statistics show that the smokers and the obese have greater 
health problems, which increase the cost of health insurance to 
the organization. And these costs are not just for health insur- 


tion’s life and disability insurance, as well as workers’ compensa- 
tion. Whirlpool Corp. recently suspended thirty-nine smokers in 
2008 for claiming on their benefits enrollment form that they 
were nonsmokers to avoid a $500 annual tobacco-use surcharge 
on their health insurance premium. Scott’s Miracle Gro pro- 
hibits smoking by employees and fires those who fail random 
tests for nicotine. 

Discrimination against the obese is much more subtle than 
the policies against smokers. Research at the University of 
Hawaii has found that in the absence of policies against hiring 
the obese, overweight people are discriminated against in the 
hiring process because employers are concerned about insurance 
costs and future health conditions as well as the perception that 
they may have physical limitations that would limit their ability 
to do their job.” Research seems to indicate that the percep- 
tions may be true. Obesity is costing U.S. corporations more than 
$13 billion annually and results in more than 50 million lost 
productive days at work. The obese spend approximately 90 mil- 
lion days in the hospital each year. As such, refusing to hire them 
is viewed as a cost-cutting matter.”” 

What’s your feeling on this issue? Should employers be al- 
lowed to “discriminate” against smokers and the obese? Why or 
why not? 


ance premiums but may also include increases in an organiza- 


possible medical costs for dependents. And finally comes the issue of employee input. 
Even the best programs, if designed without considering employees’ needs, may fail. 
Organizations need to invite participation by asking employees what they'd use if 
available. Although many organization members know that exercise is beneficial, few 
companies initially addressed how to involve employees. But after finding out that 
employees would like on-site workout facilities or exercise classes, many organizations 
began appropriate program development. 

As wellness programs continue to expand in corporate America, top management 
support is still intermittent but increasing. Why? Because in finding out how to involve 
senior executives it was discovered that they, too, wanted a place to go for exercise. 
Many of these executives receive membership in health clubs as perks. Whether execu- 
tives or support staff participate in wellness programs or EAPs, U.S. organizations 
appear to be continuing their efforts to support a healthy work environment. The com- 
panies reap a good return on their investments, and thus programs such as EAP and 
wellness have proven to be win-win opportunities for all involved.” 


International Safety and Health 


It is important to know the safety and health environments of each country in which an 
organization operates. Generally, corporations in Western Europe, Canada, Japan, and 
the United States put great emphasis on the health and welfare of their employees. 
However, most businesses in less-developed countries have limited resources and thus 
cannot establish awareness or protection programs. 

Most countries have laws and regulatory agencies that protect workers from haz- 
ardous work environments. It is important for American firms to learn the often com- 
plex regulations that exist, as well as cultural expectations of the local labor force. 
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Manufacturers, in particular, where a myriad of potentially hazardous situations exist, 
must design and establish facilities that meet the expectations of the local employees, 
not necessarily those of Americans. 


International Health Issues 


Corporations preparing to send executives on overseas assignments should have a few 
basic health-related items on every checklist: 


m Up-to-date vaccinations against infectious diseases such as cholera, typhoid, and 
smallpox. Each country has its own vaccination requirements for entry. In addi- 
tion, the U.S. Department of State Traveler Advisories hotline provides alerts to 
specific problems with diseases or regions within a country. The Center for Dis- 
ease Control (CDC) Web site also contains vaccination information for destina- 
tions worldwide. 

m A general first-aid kit This should include all over-the-counter medications such as 
aspirin and cold and cough remedies that the employee or family members 
would usually take at home but that might not be available at the overseas drug- 
store. In addition, any prescription drugs should be packed in twice the quantity 
expected to be used, and should never be packed entirely in checked luggage in 
case it gets lost. It also is advisable to know the generic name—not the U.S. trade 
name—of any pharmaceutical. Finally, special items such as disinfectant solu- 
tions to treat fresh fruit or vegetables and water-purifying tablets should be 
included as the sanitation system of the host country warrants. 

m Emergency plans Employees should contact their health insurance provider for 
procedures and coverage if they become injured or ill while traveling. Contact 
information for the U.S. embassy or consulate and any contact information an 
employee’s health insurance provider may require should be gathered ahead of 
time. Additional travel insurance that will provide emergency transportation 
back to the United States if desired should be purchased. On arrival at the foreign 
destination, employees should check out the local medical and dental facilities 
and what care can be expected in the host country. This might include evacuation 
of a sick or injured employee or family member to another city or even another 


country. For example, expatriates in China often prefer to go to Hong Kong even 
for regular medical checkups. It is always wise to take along copies of all family 
members’ medical and dental records. 


Anyone who travels outside the United 
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International Safety Issues 


Safety for the employee has become increasingly an issue of security, both while travel- 
ing and after arrival. Again, the U.S. State Department provides travel alerts and cau- 
tions on its Web page. 

Safety precautions, however, begin before the overseas journey. Flying first class 
may be a matter of status and comfort, but experience with skyjacks has shown that it 
is safer to fly economy class. The goal is to blend into the crowd as much as possible, 
even if the corporation is willing to pay for greater luxury. Many corporations offer the 
following advice for traveling executives: blending in includes wearing low-key, appro- 
priate clothing, not carrying expensive luggage, avoiding luggage tags with titles such 
as “vice president,” and, if possible, traveling in small groups. On arrival at the airport, 
it is advisable to check in at the airline’s ticket counter immediately and go through 
security checkpoints to wait in the less public gate area. 

Once the expatriate family has landed, the goal remains to blend in. These individ- 
uals must acquire some local “savvy” as quickly as possible; in addition to learning the 
language, they also must adapt to local customs and try to dress in the same style as the 
local people. 

Foremost on many individuals’ minds when they go abroad is security. Many cor- 
porations now provide electronic safety systems, floodlights, and the like for home and 
office, as well as bodyguards or armed chauffeurs, but individual alertness is the key 
factor. Kidnappers often seek potential targets who are valuable to either a government 
or corporation, with lots of family money or a wealthy sponsor, and they look for an 
easy opportunity to plan and execute the kidnapping. This last criterion makes it 
important to avoid set routines for local travel and other behaviors. The employee 
should take different routes between home and office, and the children should vary 
their paths to school. The family food shopping should be done at varying times each 
day or in different markets, if possible. These and other precautions, as well as a con- 
stant awareness of one’s surroundings, are important for every family member. 


Summary 


(This summary relates to the Learning Outcomes identified on page 312.) After having 
read this chapter you can 


1. Discuss the organizational effect of the Occupational Safety and Health Act. 
The Occupational Safety and Health Act (OSH Act) outlines comprehensive and 
specific safety and health standards. 

2. List Occupational Safety and Health Administration (OSHA) enforcement 
priorities. OSHA has an established five-step priority enforcement process con- 
sisting of imminent danger, serious accidents, employee complaints, inspection of 
targeted industries, and random inspections. 

3. Explain what punitive actions OSHA can impose on an organization. OSHA can 
fine an organization up to a maximum penalty of $70,000 if the violation is severe, 
willful, and repetitive. For violations not meeting those criteria, the maximum fine is 
$7,000. OSHA may, at its discretion, seek criminal or civil charges against an organi- 
zation’s management if they willfully violate health and safety regulations. 

4. Describe what companies must do to comply with OSHA record-keeping 
requirements. Companies in selected industries must complete OSHA Form 300 
to record job-related accidents, injuries, and illnesses. This information is used to 
calculate the organization’s incidence rate. 

5. Identify ways that OSHA assists employers in creating a safer workplace. 
OSHA helps employers through education, training programs, and developing a 
four-part program for businesses that includes: developing management commit- 
ment and employee involvement, worksite analysis to identify problems, hazard 
prevention and control, and training for employees, supervisors, and managers. 


Key Terms 


6. Describe the most cited OSHA safety violations. The ten most cited safety vio- 


10. 


lations include: scaffolding, fall protection, hazard communication, control of 
hazardous energy, respiratory protection, electrical wiring, powered industrial 
trucks, ladders, machine guarding, and electrical systems. 

Explain what companies can do to prevent workplace violence. A company can 
help prevent workplace violence by ensuring that its policies are not adversely 
affecting employees, by developing a plan to deal with the issue, and by training its 
managers in identifying troubled employees. 

Define stress and the causes of burnout. Stress is a dynamic condition in which an 
individual is confronted with an opportunity, constraint, or demand for which the 
outcome appears important and uncertain. Burnout is caused by a combination of 
emotional and/or physical exhaustion, lower job productivity, or dehumanizing jobs. 
Explain how an organization can create a healthy work site. Creating a healthy 
work site involves removing any harmful substance, such as asbestos, germs, mold, 
fungi, cigarette smoke, and so forth, thus limiting employee exposure. 

Describe the purposes of employee assistance and wellness programs. Employee 
assistance and wellness programs offer employees a variety of services to support men- 
tal and physical health, which in turn helps contain organization health-care costs. 


Demonstrating Comprehension 


QUESTIONS FOR REVIEW 


Pe oe ee Pa a 


o 


What are the objectives of the Occupational Safety and Health Act? 

Describe the priorities of OSHA investigations. 

Identify three methods of preventing accidents. 

How are incidence rates calculated? What do the results indicate? 

What is stress? How can it be positive? 

Differentiate between physiological, psychological, and behavioral stress symptoms. 
What can organizations do to help prevent workplace violence? 

Describe how EAPs and wellness programs help an organization control rising 
medical costs. 

What must an organization do differently with respect to health and safety when 
operating in another country? 


Key Terms 

burnout incidence rate Occupational sick building 

carpal tunnel karoshi Safety and stress 
syndrome Marshall v. Health stressor 

employee Barlow’s, Inc. (NIOSH) Type A 
assistance musculoskeletal repetitive stress behavior 
programs disorders injuries Type B 
(EAPs) (MSDs) role ambiguity behavior 

imminent National role conflicts wellness 
danger Institute for role overload program 
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Linking Concepts to Practice DISCUSSION QUESTIONS 


1. “Safety and health practices are good business decisions.” 
Build an argument supporting this statement. 

2. “OSHA inspections can become a cat-and-mouse maneuver- 
ing activity for organizations. This doesn’t serve the interest 
of the organization, the employees, or OSHA.” Do you agree 
or disagree? Explain your response. 

3. “Employers should be concerned with helping employees cope 
with both job-related stress and off-the-job stress.” Do you 
agree or disagree? Discuss. 

4. “Supervisors should know which employees are having troubles 
and may ultimately cause harm to other employees. When they 


identify such an individual, they should take some action to 
ensure that the employee receives assistance before a disaster 
strikes.” Build an argument supporting this statement and 
one that does not. 

5. Some medical experts believe that regular daily exercise results 
in better health, improved conditioning, and greater tolerance 
of stressful situations. What would you think about being 
employed by a company that required you to work out daily 
on company time? Do you think this would help or hurt the 
company’s recruiting ability? Explain your position. 


Developing Diagnostic and Analytical Skills 


Case Application 13: PROTECTION OSHA-STYLE 


Some employers cringe at the thought of OSHA regulations and 
inspections. These organizations often feel that the regulations are 
costly to follow, require them to implement practices or procedures 
that are not needed, and are just plain restrictive. OSHA, on the 
other hand, sees this differently. If by their actions they can prevent 
workplace injury or death, then OSHA inspectors feel these inconve- 
niences are worth it. Consider the following:”* 


= OSHA compliance officers from the El Paso, Texas, District 
Office made two employees who were working eighty feet above 
ground stop working until a fall protection system was installed. 
The workers and the company complied with the request. 

= A construction worker at National Riggers and Erectors is glad 
such fall protection systems exist. Working in Green Bay, Wisconsin, 
on the renovation to the Green Bay Packers’ football stadium, this 
worker slipped off a beam while working some six stories above the 
ground. Through the use of his fall protection gear, he was rescued 
unharmed and was able to return to work. Not sixty days later, this 
same system protected a second fall victim at the stadium. Both of 
these workers undoubtedly would have died from the fall without 
such protection. 

m Two window washers were left dangling high above the ground 
after their scaffolding broke. Again their safety equipment pre- 
vented them from a certain death—dangling them high above 
the ground while they awaited rescue. 

= Several workers were ordered off a deteriorating floor at a demo- 
lition site in Chicago. The inspector noticed the flooring was not 


stable while workers worked to dismantle part of the floor over- 
head. Within hours of having the workers removed, the overhead 
floor caved in—right at the spot where the workers previously 
stood. 

m An OSHA inspector ordered a worker out of a trench that had 
no shoring or protection from the side walls caving in. Barely 
thirty seconds after the worker left the trench, it collapsed. Had 
this worker not followed the inspector’s order to get out, he 
surely would have been seriously injured or killed. 


Such stories—some successful and others tragic—occur every 
day. Unfortunately, headlines are not typically made unless there is 
some disaster. For OSHA, the success stories are what employee safety 
is all about—preventing the death or serious injury of all employees! 


Questions: 


1. What roles do OSHA inspections play in preserving safe and 
healthy work environments? Discuss. 

2. “OSHA shouldn’t have to inspect every worksite. Employers 
should act as their own safety inspectors and take action that 
is warranted.” Build an argument supporting this statement, 
and one opposing this statement. 

3. Had any of the five events listed above led to serious injury or 
death, do you believe the employer was liable? Why or why 
not? If you believe the employer is liable, do you believe any of 
these could be construed as willful and severe? Defend your 
position. 


Working with a Team HEALTH AND SAFETY 


Your team may wish to role-play this case for the class then discuss 
what the supervisor in the scenario should do and how he should 
respond. 


Billy Jo Rhea has been a machinist for Linco Tool and Die, a 
manufacturer of engine parts for large motors, for sixteen years. 
Lately, more of Billy Jo’s parts have been rejected for errors; he seems 
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preoccupied with outside matters—leaving early, asking to take off 
days beyond sick days allowed. He has missed three work days in 
two weeks, and Charlie, his supervisor, wondered if he smelled alco- 
hol on his breath after lunch yesterday. Charlie hasn’t said anything 
yet; he doesn’t want to invade Billy Jo’s privacy. He thinks Billy Jo, 
who in the past has been cooperative, positive, highly productive, 
and rarely sick or absent, may just be going through a tough time. 
Besides, the past month has been difficult because a major ship- 
ment required overtime and all machinists have been asked to work 
eighty to ninety-five hours a week until the shipment is complete. 
At lunch, Charlie overhears an argument between Billy Jo and 
a coworker, Terry, each blaming the other for a part being rejected 
by quality assurance. Billy Jo tells Terry to “stay out of his way and 
his area,” and that “the next time they'll settle it outside,” poking 
him in the chest with his finger. Billy Jo then slams a $250 gauge 
down on the floor, shouts profanities, and adds, “I don’t care if the 
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part falls off or if this place burns to the ground, anymore; I’ve 
about had all I can take of you and this place! You know my wife 
left me for my best friend last week, left me with a two-year-old to 
raise by myself, and my other kid got expelled for possession. It just 
doesn’t much matter to me what you think, so Pd leave me alone if 
I were you!” Charlie heads for the human resource office, unsure of 
how to proceed. 
Here are some questions to guide you: 


1. What should Charlie do? 

2. What advice would you, as the human resource manager, give 
Charlie? 

3. How should Charlie respond to the immediate situation? 

4. How can you apply the assessment questions regarding violence 
to help Charlie and other supervisors handle future situations 
more effectively? 


Learning an HRM Skill DEVELOPING SAFETY SKILLS 


About the Skill Here are several steps we recommend for developing 
an organization’s safety and health program. Whether or not such 
programs are chiefly the responsibility of one individual, every 
supervisor must work to ensure that the work environment is safe 
for all employees. 


1. Involve management and employees in developing a safety 
and health plan. If neither group can see the usefulness and 
the benefit of such a plan, even the best plan will fail. 

2. Hold someone accountable for implementing the plan. Plans 
do not work by themselves. They need someone to champion 
the cause. This person must have the resources to put the plan 
in place and also must be accountable for what it’s intended 
to accomplish. 

3. Determine the safety and health requirements for your work 
site. Just as each individual is different, so is each workplace. 
Understanding the specific needs of the facility will aid in deter- 
mining what safety and health requirement will be necessary. 

4. Assess workplace hazards in the facility. Identify potential 
health and safety problems on the job. Understanding what 


exists helps you determine preventive measures. 


Enhancing Your Communication Skills 


5. Correct hazards that exist. Fix or eliminate hazards identified 
in the investigation. This may mean decreasing the effect of 
the hazard or controlling it through other means (for example, 
protective clothing). 

6. Train employees in safety and health techniques. Make safety 
and health training mandatory for all employees. Employees 
should be instructed in how to do their jobs in the safest man- 
ner and understand that any protective equipment provided 
must be used. 

7. Develop the employee mindset that the organization is to be 
kept hazard-free. Often employees are the first to witness 
problems. Establish a means for them to report their findings, 
including having emergency procedures in place, if necessary. 
Ensuring that preventive maintenance of equipment follows a 
recommended schedule can also prevent breakdown of equip- 
ment from becoming a hazard. 

8. Continuously update and refine the safety and health program. 
Once the program has been implemented, it must continuously 
be evaluated and necessary changes made. Documenting pro- 
gram progress is necessary for this analysis. 


1. Visit OSHA’s Web site (www.osha.gov). Locate a news release 
on an OSHA activity. Provide a two- to three-page summary of 
the news release, focusing on what OSHA is intending to do, 
the effect on workers, and the effect on employers. 

2. Develop a two- to three-page argument on why sick buildings 
should be “cured” immediately. Support your position with 
appropriate documentation. 

3. Search YouTube at www.youtube.com for a 2-5 minute video 
about employee assistance programs and the services provided. 


Prepare a presentation to your class including the content of 
the video. 

4. Research contemporary employee health and safety issues 
such as: lack of sleep, bullying in the workplace, workplace 
spirituality, or another topic of personal interest. Present 
your research to your class with a 10-15 minute multimedia 
presentation. 
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Chapter 14 


Understanding 
Labor Relations 
and Collective 
Bargaining 


Learning Outcomes 


After reading this chapter, you will be able to 
1 Define the term union. 


2 Discuss what effect the Wagner and the Taft-Hartley Acts had on 
labor-management relations. 


3 Identify the significance of Executive Orders 10988 and 11491 and the Civil Service 
Reform Act of 1978. 


4 Describe the union-organizing process. 

5 Describe the components of collective bargaining. 

6 Identify the steps in the collective-bargaining process. 

7 Explain the various types of union security arrangements. 

8 Describe the role of a grievance procedure in collective bargaining. 
9 Identify the various impasse-resolution techniques. 


10 Discuss how sunshine laws affect public-sector collective bargaining. 


anagement and employees 

do not always agree. When 

the workers are represented 
by a third party called a union, these 
disagreements can escalate into a work 
stoppage called a strike if it’s initiated 
by the union, or a lockout if it’s initiated 
by management. Strikes and lockouts 
are disruptive and costly to workers, 
management, and people who depend 
on the goods and services that are not 
produced during the work stoppage. In 
recent years several work stoppages 


have caused major disruptions. 


m UPS strike lasting fifteen days 
and stopping about 83 percent 
of U.S. package deliveries. 

m National Hockey League lock- 
out lasting 310 days that can- 
celled an entire season. 

m West Coast dockworkers were 
locked out for ten days causing 
an estimated economic loss of 
over 15 billion dollars.’ 

E Screenwriters Guild of America’s 
strike that lasted 100 days, 
halting most of the 2007-2008 


television season. 


Isn’t there anything that can be done 
to eliminate the effects of a labor 
dispute—so society doesn’t bear the 
brunt of a labor-management dispute? 
There is one possible answer—it’s 
called the virtual strike—and it’s a 
method that’s been successfully used 
for over fifty years in labor disputes 
around the globe.” 

Under the arrangements of a vir- 
tual strike, both labor and manage- 
ment put their financial resources at 
risk. Specifically, rather than work 
stopping, the wages that would have 
been paid to employees, as well as the 


profits that would have been earned 
by the company, are placed in a special 
fund. If an agreement is reached 
within a specified period of time, the 
money is returned to the respective 
groups. If, however, a settlement is not 
reached, the money is forfeited and 
usually donated to charity. This places 
the direct effect of a work stoppage on 
the involved parties. Because work 
continues, there is no loss of goods 
or services for the general public, so 
spillover effects are eliminated. Imag- 
ine how reassuring that would be if 
the dispute was between a city and its 
firefighters. Rather than reducing or 
even stopping a vital public service, 
only those directly involved in the 
labor dispute are affected. 

Virtual strikes have been utilized 
in Italy and Israel, with good results. 


(Source: AP/Wide World Photos) 


They’ve even been tried in the United 
States on a few occasions, which short- 
ened a threatened long strike effort. So 
they appear to work—and work well. 

The intent of the virtual strike is 
to make only those directly involved 
in a dispute feel the pain and to shorten 
the dispute in most cases because the 
parties are more focused and have 
more at stake. Will they ever catch on 
in a widespread manner? It’s appar- 
ent that U.S. labor-management rela- 
tions often use the public opinion 
element as a means of influencing 
one side or the other. Until this strat- 
egy is reduced or eliminated, the use 
of the virtual strike is unlikely to 
grow significantly. That’s too bad for 
the rest of society that has to suffer in 
a labor dispute. 
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union 

Organization of workers, acting col- 
lectively, seeking to protect and pro- 
mote their mutual interests through 
collective bargaining. 


Exhibit 14-1 
Union Membership by Industry 
Classification (Selected)? 


The percent of employees represented 
by a union vary by industry as this chart 
indicates. Government and transporta- 
tion workers tend to be the most likely to 
belong to a union. 
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Introduction 


A union is an organization of workers, acting collectively, seeking to promote and 
protect its mutual interests through collective bargaining. However, before we can 
examine the activities surrounding the collective bargaining process, it is important 
to understand the laws that govern the labor-management process, what unions are, 
and how employees unionize. Although just over 12 percent of the private sector 
workforce is unionized, the successes and failures of organized labor’s activities 
affect most segments of the workforce in two important ways.° First, major indus- 
tries in the United States—such as automobile manufacturing, communications, 
construction, as well as all branches of transportation—are unionized, and so unions 
have a major effect on important sectors of the economy (see Exhibit 14-1). Second, 
gains made by unions often spill over into other, nonunionized sectors of the eco- 
nomy.* So, the wages, hours, and working conditions of nonunion employees at a Linden, 
New Jersey, lumberyard may be affected by collective bargaining between the United 
Auto Workers and General Motors at one of the latter’s North American assembly 
plants. 

For many managers, HRM practices in a unionized organization consist chiefly of 
following procedures and policies laid out in the labor contract. This labor contract, 
agreed to by both management and the labor union, stipulates, in part, the wage rate, 
hours of work, and terms and conditions of employment for those covered by the nego- 
tiated agreement. Decisions about how to select and compensate employees, employee 
benefits offered, procedures for overtime, and so forth are no longer unilateral prerog- 
atives of management for jobs that fall under the unions’ jurisdiction. Such decisions 
are generally made when the labor contract is negotiated. 

The concept of labor relations and the collective-bargaining process may have dif- 
ferent meanings to different individuals depending on their experience, background, 
and so on. We can examine these areas by understanding both the laws that underpin 
labor-management relationships and why people join unions. 
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Why Employees Join Unions 


Individuals join unions for reasons as diverse as the people themselves. Just what are they 
seeking to gain when they join a union? The answer to this question varies—perhaps it is 
a family history of union membership® or an attractive union contract—but the follow- 
ing captures the most common reasons. 


Higher Wages and Benefits 


The power and strength of numbers sometimes help unions obtain higher wages and 
benefit packages for their members than employees can negotiate individually. One or 
two employees walking off the job over a wage dispute is unlikely to significantly affect 
most businesses, but hundreds of workers going out on strike can temporarily disrupt 
or even close down a company. Additionally, professional bargainers employed by the 
union may negotiate more skillfully than any individual could on his or her own behalf. 
The AFL-CIO, a large labor organization, estimates that employees in unions earn 30 
percent more than workers in comparable jobs who do not belong to unions. Union 
members are also 50 percent more likely to have health insurance benefits or paid per- 
sonal leave and nearly 300 percent more likely to have a defined-benefit pension plan.” 


Greater Job Security 


Unions provide their members with a sense of independence from management’s 
power to arbitrarily hire, promote, or fire. The collective-bargaining contract will stipu- 
late rules that apply to all members, thus providing fairer and more uniform treatment. 


Influence Over Work Rules 


Where a union exists, workers can help determine the conditions under which they 
work and have an effective channel through which they can protest conditions they 
believe are unfair. Therefore, a union not only represents the worker but also provides 
rules that define channels in which worker complaints and concerns can be registered. 
Grievance procedures and rights to third-party arbitration of disputes are examples of 
practices typically defined and regulated as a result of union efforts. 


Compulsory Membership 


Many labor agreements contain statements commonly referred to as union security 
arrangements. When one considers the importance of security arrangements to 
unions—importance related to numbers and guaranteed income—it is no wonder that 
such emphasis is placed on achieving a union security arrangement that best suits their 
goals. Such arrangements range from compulsory union membership to giving 
employees the freedom in choosing to join the union.® The various types of union 
security arrangements—the union shop, the agency shop, and the right-to-work shop, 
as well as some special provisions under the realm of union security arrangements—are 
briefly discussed below and summarized in Exhibit 14-2. 

The most powerful relationship legally available to a union is a union shop. This 
arrangement stipulates that employers, while free to hire whomever they choose, may 
retain only union members. That is, all employees hired into positions covered under 
the terms of a collective-bargaining agreement must, after a specified probationary 
period of typically thirty to sixty days, join the union or forfeit their jobs.” 

Right to work laws exist in twenty-two states prohibiting agreements that require 
employees to join a union as a condition of employment (see Exhibit 14-3). Employees 
in right to work states are guaranteed the right to decide for themselves whether they 
want to support the union financially. These states are often targets of unions who 
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union security arrangements 
Labor contract provisions designed to 
attract and retain dues-paying union 
members. 


union shop 

Any nonunion workers must become 
dues-paying members within a pre- 
scribed period of time. 


right to work laws 
Prohibit union membership as a con- 
dition of employment. 


344 


Exhibit 14-2 
Union Security and Related 
Provisions 


agency shop 

A union security arrangement whereby 
employees must pay union dues to the 
certified bargaining unit even if they 
choose not to join the union. 


open shop 

Employees are free to join the union 
or not, and those who decline need 
not pay union dues. 
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Union Shop The strongest of the union security arrangements. 
Union shops make union membership compulsory. 
After a given period of time, typically thirty days, a 
new employee must join the union or be terminated. 
A union shop guarantees the union dues-paying mem- 
bers. In a right-to-work state, union shops are illegal. 


Agency Shop The second strongest union security arrangement, the 
agency shop, gives workers the option of joining the 
union or not; membership is not compulsory. However, 
because the “gains” made at negotiations will benefit 
those not joining the union, all workers in the unit 
must pay union dues. Supreme Court decisions dictate 
that nonmembers of the union who still pay dues have 
the right to have their monies used solely for 
collective-bargaining purposes. Like the union shop, 
the agency shop is illegal in a right-to-work state. 


Open Shop The weakest form of a union security arrangement is 
the open shop. In an open shop, workers are free to 
join a union. If they do, they must stay in the union for 
the duration of the contract—and pay their dues. 
Those who do not wish to join the union pay no dues. 
In an open shop, an escape clause allows a grace time 
(typically two weeks) in which an individual may quit 
the union. The open shop is based on the premise of 
freedom of choice and is the only union security 
arrangement permitted under right-to-work legislation. 


Maintenance of Membership Because unions must administer their operations in 
an open shop once someone joins the union, they 
must maintain their union affiliation and pay their 
dues for the duration of the contract. At the end of 
the contract, an escape period exists in which those 
desiring to leave the union may do so. 


Dues Check off Dues check off involves the employer deducting union 
dues directly from a union member's paycheck. Under 
this provision, the employer collects the union dues 
and forwards a check to the union treasurer. Generally 
management does not charge an administrative fee 
for this service. 


would like to see the laws changed to provide a more supportive environment for 
unions. The National Right to Work Committee provides support for those who 
oppose compulsory union membership. 

An agreement that requires nonunion employees to pay the union a sum of money 
equal to union fees and dues as a condition of continuing employment is referred to as 
an agency shop. This arrangement was designed as a compromise between the union’s 
desire to eliminate the “free rider” and management’s desire to make union member- 
ship voluntary. In such a case, if for whatever reason workers decide not to join the 
union (for example religious beliefs and values), they still must pay dues. Because work- 
ers will receive benefits negotiated by the union, they must pay their fair share. How- 
ever, a 1988 Supreme Court ruling upheld nonunion members’ claims that although in 
an agency shop they are forced to pay union dues, those monies must be specifically 
used for collective-bargaining purposes only—not for political lobbying. 

The least desirable form of union security from a union perspective is the open 
shop, in which joining a union is totally voluntary. Those who do not join are not 
required to pay union dues or any associated fees. Workers who do join, typically have a 
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Exhibit 14-3 
States with Right to Work Laws 
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This map illustrates the twenty-two states with right to work laws that guarantee employees the right to choose whether to join a union or not. 


Source: National Right to Work Committee (www.nrtwc.org) 


=, 
HI PS E Right to work state 


Forced-unionism state 


maintenance-of-membership clause in the existing contract that dictates certain pro- 
visions. Specifically, a maintenance-of-membership agreement states that employees 
who join the union are compelled to remain in the union for the duration of the exist- 
ing contract. When the contract expires, most such agreements provide an escape 
clause—a short interval of time, usually ten days to two weeks—in which employees may 
choose to withdraw their membership from the union without penalty. 

A provision that often exists in union security arrangements is a dues check-off, 
which occurs when the employer withholds union dues from members’ paychecks. Sim- 
ilar to other pay withholdings, the employer collects the dues money and sends it to the 
union. Employers provide this service, and the union permits them to do so for several 
reasons. Collecting dues takes time, so a dues check-off reduces downtime by freeing 
the shop steward from going around to collect dues. Furthermore, recognizing that 
union dues are the primary source of union income, knowledge of how much money is 
in the union treasury can clue management into whether a union is financially strong 
enough to endure a strike. Given these facts, why would a union agree to such a proce- 
dure? The answer lies in guaranteed revenues. By letting management deduct dues from 
a member’s paycheck, the union is assured of receiving their monies. Excuses from 
members that they don’t have their money or will pay next week are eliminated. 


Dissatisfaction with Management 


Among various reasons why employees join a union, we see one common factor: man- 
agement, especially the first-line supervisor. If employees are upset with the way their 
supervisor handles problems, upset over how a co-worker has been disciplined, and so 


maintenance of membership 
Requires an individual who chooses to 
join a union to remain in the union for 
the duration of the existing contract. 


dues check-off 
Employer withholding of union dues 
from union members’ paychecks. 
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l WRITERS 
GUILD ot 
AMERICA 


Unions often display their dissatisfaction 
with contract negotiations by going on 
strike. The Writer's Guild of America went 
on strike when negotiations over writer 
compensation reached an impasse in 
2007, ending production of television 
shows for several months. The strike 
lasted 100 days and brought national 
attention to the writers’ demands for an 
agreement that included compensation 
for shows released on DVD and the 
Internet. (Source: Damian Dovarganes/ 
AP/World Wide Photos) 


Wagner Act 

Also known as the National Labor 
Relations Act of 1935, this act gave 
employees the right to form and join 
unions and to engage in collective 
bargaining. 


National Labor Relations 
Board (NLRB) 

Established to administer and inter- 
pret the Wagner Act, the NLRB has 
primary responsibility for conducting 
union representation elections. 


Taft-Hartley Act 

Amended the Wagner Act by address- 
ing employers’ concerns in terms of 
specifying unfair union labor practices. 
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on, they are likely to seek help from a union. In fact, it is reasonable to believe that when 
employees vote to unionize, it’s often a vote against their immediate supervisor rather 
than a vote in support of a particular union. "° 


Labor Legislation 


The legal framework for labor-management relationships has played a crucial role in 
its development. In this section, therefore, we will discuss major developments in labor 
law. An exhaustive analysis of these laws and their legal and practical repercussions is 
not possible within the scope of this book.'! Instead, our discussion will focus on two 
important laws that have shaped much of the labor relations process. We'll then briefly 
summarize other laws that have helped shape labor—management activities. 


The Wagner Act 


The National Labor Relations Act of 1935, commonly referred to as the Wagner Act, is 
the basic bill of rights for unions. This law guarantees workers the right to organize and 
join unions, bargain collectively, strike, and pursue activities that support their objec- 
tives. In terms of labor relations, the Wagner Act specifically requires employers to bar- 
gain in good faith over mandatory bargaining issues—wages, hours, and terms and con- 
ditions of employment. 

The Wagner Act is cited as shifting the balance of power to favor unions for the first 
time in U.S. labor history. This was achieved in part through the establishment of the 
National Labor Relations Board (NLRB). This administrative body, consisting of five 
members appointed by the president of the United States, was given the responsibility 
for determining appropriate bargaining units, conducting elections to determine union 
representation, and preventing or correcting employer actions that can lead to unfair 
labor practice charges. The NLRB, however, has only remedial and no punitive powers. 

Unfair labor practices are defined in Section 8 of the act and include any employer 
tactics that 


E Interfere with, restrain, or coerce employees in the exercise of rights to join 
unions and to bargain collectively 

m Dominate or interfere with the formation or administration of any labor organi- 
zation or discriminate against anyone because of union activity 

m Discharge or otherwise discriminate against any employee because he or she 
filed or gave testimony under the act 

E Refuse to bargain collectively with the representatives chosen by the employees 


The Wagner Act provided the legal recognition of unions as legitimate interest groups 
in American society, but many employers opposed its purposes. Some employers, too, 
failed to live up to the requirements of its provisions. That’s because employers recog- 
nized that the Wagner Act didn’t protect them from unfair union labor practices such 
as holding “wildcat strikes,” which involve striking against the employer even though a 
valid contract is in effect. Thus, the belief that the balance of power had swung too far 
to labor’s side, and the public outcry stemming from post—World War II strikes, led to 
passage of the Taft-Hartley Act (Labor-Management Relations Act) in 1947. 


The Taft-Hartley Act 


The major purpose of the Taft-Hartley Act was to amend the Wagner Act by address- 
ing employers’ concerns in terms of specifying unfair union labor practices. Under 
Section 8(b), Taft-Hartley states that it is an unfair labor practice for unions to 


E Restrain or coerce employees in joining the union or coerce the employer in 
selecting bargaining or grievance representatives 


Labor Legislation 


Discriminate against an employee to whom union membership has been denied 
or to cause an employer to discriminate against an employee 

Refuse to bargain collectively 

Engage in strikes and boycotts for purposes deemed illegal by the act 

Charge excessive or discriminatory fees or dues under union shop contracts 
Obtain compensation for services not performed or not to be performed 


The Taft-Hartley Act also made closed shop arrangements illegal. Prior to passage of 
the act, the closed shop dominated labor contracts. In closed shops a union controlled the 
source of labor. Under this arrangement, an individual would join the union, be trained by 
the union, and was sent to work for an employer by the union. In essence, the union acted 
as the clearinghouse of employees. When an employer needed employees—for whatever 
duration—the employer would contact the union and request that these employees start 
work. When the job was completed, and the employer no longer needed the employees, 
they were sent back to the union. By declaring the closed shop illegal, Taft-Hartley began 
to shift the pendulum of power away from unions. Furthermore, in doing so, the act 
enabled states to enact laws that would further reduce compulsory union membership. 

Taft-Hartley also included provisions that prohibited secondary boycotts and gave 
the president of the United States the power to issue an eighty-day cooling-off period 
when labor-management disputes affect national security. President Bush used this 
provision in 2002 during the International Longshore and Warehouse Union and the 
Pacific Maritime Association’s labor dispute—the first time the injunction had been 
used in about twenty-five years." A secondary boycott occurs when a union strikes 
against Employer A (a primary and legal strike) and then strikes and pickets against 
Employer B (an employer against which the union has no complaint) because of a rela- 
tionship that exists between Employers A and B, such as Employer B handling goods 
made by Employer A. Taft-Hartley also set forth procedures for workers to decertify, or 
vote out, their union representatives. 

Whereas the Wagner Act required only employers to bargain in good faith, Taft- 
Hartley imposed the same obligation on unions. Although the negotiation process is 
described later in this chapter, it is important to understand the term bargaining in good 
faith. This does not mean that the parties must reach agreement, but rather that they 
must come to the bargaining table ready, willing, and able to meet and deal, open to 
proposals made by the other party, and with the intent to reach a mutually acceptable 
agreement. Realizing that unions and employers might not reach agreement and that 
work stoppages might occur, Taft-Hartley also created the Federal Mediation and 
Conciliation Service (FMCS) as an independent agency separate from the Depart- 
ment of Labor. The mission of the FMCS is to send a trained representative to assist in 
negotiations. Both employer and union have the responsibility to notify the FMCS 
when other attempts to settle the dispute have failed or contract expiration is pending. 
An FMCS mediator is not empowered to force parties to reach an agreement, but he or 
she can use persuasion and other means of diplomacy to help them reach their own res- 
olution of differences. Finally, a fact worth noting was the amendment in 1974 to 
extend coverage to the health-care industry. This health-care amendment now affords 
Taft-Hartley coverage to for-profit and nonprofit hospitals, as well as special provisions 
for the health care industry, both profit and nonprofit, as to bargaining notice require- 
ments and the right to picket or strike.” 


Other Laws Affecting Labor-Management Relations 


The Wagner and Taft-Hartley Acts are the most important laws influencing labor- 
management relationships in the United States, but other laws, too, are pertinent to 
our discussion (see Diversity Issues in HRM). Specifically, these are the Railway Labor 
Act; the Landrum-Griffin Act; Executive Orders 10988 and 11491; the Racketeer Influ- 
enced and Corrupt Organizations Act of 1970; and the Civil Service Reform Act of 
1978. Let’s briefly review the notable aspects of these laws. 
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Federal Mediation and 
Conciliation Service (FMCS) 

A government agency that assists labor 
and management in settling disputes. 
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Unions and EEO 


Although much of the legal discussion thus far in 
this section has focused specifically on labor leg- 
islation, it’s important to recognize that many of 
the laws discussed in Chapter 3 apply to labor 
organizations as well. For instance, the Equal Pay 
Act of 1963 requires that wages agreed to during collective bar- 
gaining must not be differentiated on the basis of sex. In labor- 
relations settings, pay may differ only on the basis of skill, 
responsibility, accountability, seniority, or working conditions. 
The Civil Rights Act of 1964 is as relevant to labor organi- 
zations as it is to management. Title VII of the act means that 
not only must unions discontinue any discriminatory practices; 
they must also actively recruit and give preference to minority 
group members. For example, if a labor union is located in a 
geographic area with a large minority population, the union 
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advertisements where they will be easily found by minority 
applicants. Failure to take such affirmative action steps may 
result in a union being found guilty of discrimination. 

With regard to the Age Discrimination in Employment Act 
of 1967, unions cannot mandate retirement of any of their mem- 
bers. However, a union can stop contributing to a worker’s pen- 
sion after the individual reaches the age of 70, just as a company 
can. Additionally, labor unions, in complying with the provisions 
of the Vocational Rehabilitation Act and the Americans with Dis- 
abilities Act, must take affirmative action measures to recruit, 
employ, and advance all qualified disabled individuals. This 
means that unions must make reasonable accommodations for 
people with disabilities, such as easy-access ramps for people 
needing wheelchairs, adaptive computer software for people with 
vision problems, and meal breaks or places for people with type 1 


must make an effort to recruit these individuals into the union’s 
apprenticeship programs. This means that unions have to place 


diabetes to test blood sugar levels. The same holds true for abid- 
ing by the provisions of the Family and Medical Leave Act. 


Railway Labor Act 
Provided the initial impetus to wide- 
spread collective bargaining. 


The Railway Labor Act of 1926 The Railway Labor Act provided the initial impe- 
tus for widespread collective bargaining in the United States.!* Although the act covers 
only the transportation industry, it was important because workers in these industries 
were guaranteed the right to organize, bargain collectively with employers, and estab- 
lish dispute settlement procedures in the event that no agreement was reached at the 
bargaining table. This dispute settlement procedure allows congressional and presi- 


Landrum-Griffin Act of 1959 dential intercession in the event of an impasse.'° 


Also known as the Labor and Man- 
agement Reporting and Disclosure 
Act, this legislation protected union 
members from possible wrongdoing 
on the part of their unions. It required 
all unions to disclose their financial 
statements. 


Landrum-Griffin Act of 1959 The Landrum-Griffin Act of 1959 (Labor Manage- 
ment Reporting and Disclosure Act) was passed to address the public outcry over misuse 
of union funds and corruption in the labor movement. This act, like Taft-Hartley, was 
an amendment to the Wagner Act.'® 

The thrust of the Landrum-Griffin Act is to monitor internal union activity by mak- 
ing officials and those affiliated with unions (for example, union members and trustees) 
accountable for union funds, elections, and other business of the union. Much of this act 
is part of an ongoing effort to prevent corrupt practices and to keep organized crime from 
gaining control of the labor movement.’” The act requires unions to file annual reports 
to the Department of Labor regarding administrative matters such as their constitutions 
and bylaws, administrative policies, elected officials, and finances. This information is 
available to the public. Furthermore, Landrum-Griffin allowed all members of a union to 
vote regardless of race, sex, and national origin. This provision gave union members cer- 
tain rights that were unavailable to the general public until the passage of the Civil Rights 
Act of 1964. Landrum-Griffin also required that all who voted on union matters would 
do so in a secret ballot, especially when the vote concerned the election of union officers. 


Executive Orders 10988 and 11491 Both of these executive orders deal specifically 
with labor legislation in the federal sector. In 1962, President Kennedy issued Execu- 
tive Order 10988, which permitted, for the first time, federal government employees the 
right to join unions. The order required agency heads to bargain in good faith, defined 
unfair labor practices, and specified the code of conduct to which labor organizations 
in the public sector must adhere. Strikes, however, were prohibited.’ 

Although this executive order effectively granted organizing rights to federal 
employees, areas for improvement were identified, particularly the need for a central- 
ized agency to oversee federal labor relations activities. To address these deficiencies, 
President Richard Nixon issued Executive Order 11491 in 1969. This executive order 
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made federal labor relations more like those in the private sector and standardized 
procedures among federal agencies. The order gave the assistant secretary of labor the 
authority to determine appropriate bargaining units, oversee recognition procedures, 
rule on unfair labor practices, and enforce standards of conduct on labor relations. It 
also established the Federal Labor Relations Council (FLRC) to supervise implementa- 
tion of Executive Order 11491 provisions, handle appeals from decisions of the assis- 
tant secretary of labor, and rule on questionable issues. 

Both of these executive orders were vital in promoting federal-sector unionization. 
However, if a subsequent administration ever decided not to permit federal-sector 
unionization, a president would have had only to revoke a prior executive order. To 
eliminate this possibility, and to remove federal-sector labor relations from direct con- 
trol of a president, Congress passed the Civil Service Reform Act. 


Racketeer Influenced and Corrupt Organizations Act (RICO) of 1970 The 
Racketeer Influenced and Corrupt Organizations Act (RICO) serves a vital purpose 
in labor relations. RICO’s primary emphasis with respect to labor unions is to eliminate 
any influence exerted on unions by members of organized crime.”° That is, it is a viola- 
tion of RICO if “payments or loans are made to employee representatives, labor organi- 
zations, or officers and employees of labor organizations,””! where such action occurs 
in the form of “bribery, kickbacks, or extortion.””” RICO has been used to oust a num- 
ber of labor officials alleged to have ties to organized crime.” 


Civil Service Reform Act of 1978 Title VII of the Civil Service Reform Act estab- 
lished the Federal Labor Relations Authority (FLRA) as an independent agency within 
the executive branch to carry out the major functions previously performed by the 
FLRC. The FLRA was given the authority to decide, subject to external review by courts 
and administrative bodies,” union election and unfair labor practice disputes, and 
appeals from arbitration awards, and to provide leadership in establishing policies and 
guidance. An additional feature of this act is a broad-scope grievance procedure that can 
be limited only by the negotiators. Under Executive Order 11491, binding arbitration 
had been optional. The Civil Service Reform Act of 1978 contains many provisions sim- 
ilar to those of the Wagner Act, with two important differences. First, in the private sec- 
tor, the scope of bargaining includes wages, benefits, and mandatory subjects of bargain- 
ing. In the federal sector, wages and benefits are not negotiable—they are set by Congress. 
Additionally, the Reform Act prohibits negotiations over union security arrangements. 


Unionizing Employees 


Employees are unionized after an extensive and sometimes lengthy process called the 
organizing campaign. Exhibit 14-4 contains a simple model of how the process typi- 
cally flows in the private sector. Let’s look at these elements. 


Unorganized 


J 


No 
Authorization card campaign: Did union get 30% or more? 
ļ Yes 
ve ; sae A No 
Petition NLRB for election: Are authorization cards in order? 
ļ Yes No union vote 
No for one year 


Vote taken: Did union receive a majority vote? 


ļ Yes 


Certification bargaining unit 
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Racketeer Influenced and 
Corrupt Organizations Act 
(RICO) 

Law passed to eliminate any influence 
on unions by members of organized 
crime. 


Civil Service Reform Act 
Replaced Executive Order 11491 as the 
basic law governing labor relations for 
federal employees. 


Exhibit 14-4 
Union Organizing Process 


Each of the steps in the process of 
organizing and certifying a union are 
clearly defined. Both the union and 
management must respect the rights 
of the other. 
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authorization card 
A card signed by prospective union 
members indicating that they are 
interested in having a union election 
held at their work site. 


representation 

certification (RC) 

The election process whereby 
employees vote in a union as their 
representative. 


representation 

decertification (RD) 

The election process whereby union 
members vote out their union as their 
representative. 


collective bargaining 

The negotiation, administration, and 
interpretation of a written agreement 
between two parties, at least one of 
which represents a group that is acting 
collectively, and that covers a specific 
period of time. 


Should this charge nurse be considered 
part of the bargaining unit? That matter 
has been the subject of several NLRB and 
court cases. The unions believe so because 
the nurse administers patient care. Hospital 
management sees this individual as a 
supervisor and ineligible for inclusion to the 
certified bargaining unit. (Source: Jochen 
Sand/Digital Vision/Getty Images, Inc.) 
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Efforts to organize a group of employees may begin by employee representatives 
requesting a union to visit the employees’ organization and solicit members. The union 
itself might initiate the membership drive, or in some cases, unions now use the Inter- 
net to promote their benefits to workers. One of the more crucial questions at the 
beginning of this activity is who is eligible to vote on union representation. For exam- 
ple, in the nursing industry, charge nurses have often been in limbo. Unions claim that 
these individuals represent patients, like other nurses, and thus should be part of the 
bargaining unit. Management, on the other hand, says they exercise independent deci- 
sion making in guiding the actions of other nurses—actions typical of a supervisor. 
Thus, management considers them ineligible for the bargaining unit. Debates like this 
continue and are the subject of NLRB and court cases.”> 

Regardless of who actually belongs in the voting population, as established by the 
NLRB, the union must secure signed authorization cards from at least 30 percent 
of the employees it wishes to represent. Employees who sign the cards indicate that they 
wish the particular union to be their representative in negotiating with the employer. 

Although a minimum of 30 percent of the potential union members must sign 
the authorization card prior to an election, unions are seldom interested in bringing to 
vote situations in which they merely meet the NLRB minimum. After all, to become the 
certified bargaining unit, the union must be accepted by a majority of those eligible vot- 
ing workers.”° Acceptance in this case is determined by secret ballot. This election, held 
by the NLRB, is called a representation certification (RC) and can occur only once in 
twelve months. Thus, the more signatures on the authorization cards, the greater the 
chances the union will win certification to represent the workers. 

Even when a sizable proportion of the workers sign authorization cards, the victory 
is by no means guaranteed. Management rarely is passive during the organization drive 
(see Workplace Issues). Although laws govern what management can and cannot do, 
management in an organization may attempt to persuade potential members to vote 
no. Union organizers realize that such persuasion may work, and thus unions usually 
require a much higher percentage of authorization cards to increase their odds of 
obtaining a majority. When that majority vote is received, the NLRB certifies the union 
and recognizes it as the exclusive bargaining unit. Irrespective of whether the individual 
in the certified bargaining union voted for or against the union, each worker is covered 
by the negotiated contract and must abide by its governance. 

Once a union has been certified, is it there for life? Certainly not. On some occasions, 
union members may become so dissatisfied with the union’s actions in representing 
them that they may attempt to turn to another union or return to nonunion status. In 
either case, the rank-and-file members petition the NLRB to conduct a representation 
decertification (RD). Once again, if a majority of the members vote the union out, it is 
gone. However, once the election has been held, no other action can occur for another 
twelve months. This grace period protects the employer from employees decertifying 
one union today and certifying another tomorrow. 

Finally, and even more rare than an RD, is a representation decertification (RM) 
initiated by management. The guidelines for the RM are the same as for the RD, except 
that the employer leads the drive. Although RDs and RMs are ways of decertifying 
unions, it should be pointed out that most labor agreements bar the use of either form 
of decertification during the term of the contract. 

Unions’ organizing drives may or may not be successful, but when they do achieve 
their goal to become the exclusive bargaining agent, the next step is to negotiate the con- 
tract. In the next section, we'll look at the specific issues surrounding collective bargaining. 


Collective Bargaining 


Collective bargaining typically refers to the negotiation, administration, and inter- 
pretation of a written agreement between two parties that covers a specific period of 
time. This agreement, or contract, lays out in specific terms the conditions of 
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WORKPLACE ISSUES 


The Union Drive 


What can management do when they learn that a to go to that union rally this weekend?” But if an 
union-organizing drive has begun in their organi- employee freely tells you about the activities, you may 
zation? Labor laws permit them to defend them- listen. 
selves against the union campaign, but they must = Don’t spy on employees’ union activities, for example, by 
do so properly. Here are some guidelines for man- standing in the cafeteria to see who is distributing pro-union 
agement as to what to do and what not to do during the orga- literature. 
27 


= Don’t make any threats or promises related to the possibility 
of unionization. For example, “If this union effort succeeds, 
upper management is seriously thinking about closing down 
this plant, but if it’s defeated, they may push through an 
immediate wage increase.” 

= Don’t discriminate against any employee who is involved in 
the unionization effort. 

= Beon the lookout for efforts by the union to coerce employees 
to join its ranks. This activity by unions is an unfair labor 
practice. If you see this occurring, report it to your boss or to 
human resources. In this case, your organization may also 
want to consider filing a complaint against the union with 
the NLRB. 


nizing drive. 


= Ifyour employees ask for your opinion on unionization, 
respond in a natural manner. For example, “I really have no 
position on the issue. Do what you think is best.” 

= You can prohibit union-organizing activities in your workplace 
during work hours only if they interfere with work operations. 
This may apply to the organization’s e-mail activity, too. 

= You can prohibit outside union organizers from distributing 
union information in the workplace. 

= Employees have the right to distribute union information to 
other employees during breaks and lunch periods. 

= Don’t question employees publicly or privately about 
union-organizing activities—for example, “Are you planning 


employment—that is, what is expected of employees and any limits to management’s 
authority. In the following discussion, we take a somewhat larger perspective and 
also consider the organizing, certification, and preparation efforts that precede 
actual negotiation. 

Most of us hear or read about collective bargaining only when a contract is about 
to expire or when negotiations break down. Although large-scale strikes in the United 
States have been declining in number in recent years, strikes such as the Writer’s Guild 
of America strike in 2007-2008 and the National Hockey League lockout of 
2004-2005 remind us that bargaining between employers and unions can break down 
and cause disruptions. Collective-bargaining agreements cover about half of all state 
and local government employees and one-ninth of employees in the private sector. The 
wages, hours, and working conditions of these unionized employees are negotiated 
usually for two or three years at a time. Only when these contracts expire and manage- 
ment and the union cannot agree on a new contract do most of us become aware that 
collective bargaining is an important part of HRM. 


Objective and Scope of Collective Bargaining 


The objective of collective bargaining is to agree on a contract acceptable to man- 
agement, union representatives, and the union membership. What is covered in this 
contract? The final agreement will reflect the issues of the particular workplace and 
industry in which the contract is negotiated.” Although contracts can contain a variety 
of topics, four issues appear consistently throughout all labor contracts. Three of the four 
are mandatory bargaining issues, which means that management and the union must 
negotiate in good faith over these issues. These mandatory issues were defined by the 
Wagner Act as wages, hours, and terms and conditions of employment. The fourth issue 
covered in almost all labor contracts is the grievance procedure, which is designed to per- 
mit the adjudication of complaints. Before we progress further into collective bargaining, 
let’s examine these four issues. 
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Exhibit 14-5 
The Collective-Bargaining Process 


Prepare for next negotiation 


This flowchart illustrates the steps in the 
collective-bargaining process. 
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Collective-Bargaining Participants 


Collective bargaining was described as an activity that takes place between two parties. 
In this context, the two parties are labor and management. We will take a look at how 
these two parties are represented and the role government plays in the process. 

Management’s representation in collective-bargaining talks tends to depend on the 
size of the organization. In a small firm, for instance, bargaining is probably done by 
the president. Few small firms have a specialist who deals only with HRM issues; the 
president of the company often handles this task. Larger organizations usually have an 
HRM department with full-time industrial relations experts. In such cases, we can 
expect management to be represented by the senior manager for industrial relations, 
corporate executives, and company lawyers—with support provided by legal and eco- 
nomic specialists in wage and salary administration, labor law, benefits, and so forth. 

On the union side, we typically expect to see a bargaining team composed of an officer 
of the local union, local shop stewards, and some representation from the international/ 
national union.”? Again, as with management, representation is modified to reflect the 
size of the bargaining unit. If negotiations involve a contract that will cover 50,000 
employees at company locations throughout the United States, the team will be domi- 
nated by international/national union officers (those most often with a broader perspec- 
tive of the implication of a contract) with a strong supporting cast of economic and legal 
experts employed by the union. In a small firm or for local negotiations covering special 
issues at the plant level for a nationwide organization, bargaining representatives for the 
union might be the local officers and a few specially elected committee members. 

Watching over these two sides is a third party—the government. In addition to pro- 
viding the rules under which management and labor bargain, government provides a 
watchful eye on the two parties to ensure the rules are followed, and it stands ready to 
intervene if an agreement on acceptable terms cannot be reached, or if the impasse 
undermines the nation’s well-being. 

Negotiations are unlikely to have any other participants, with one exception— 
financial institutions.*° Most people are unaware of financial institutions’ role in col- 
lective bargaining. Although not directly involved in negotiations, these “banks” set 
limits on the cost of the contract. Exceeding that amount may cause the banks to call in 
the loans made to the company. Banks place a ceiling on what management can spend. 
Although more groups are involved in collective bargaining, our discussion will focus 
on labor and management. After all, it is the labor and management teams that buckle 
down and hammer out the contract. 


The Collective-Bargaining Process 


Let’s now consider the actual collective-bargaining process. Exhibit 14-5 contains a simple 
model of how the process typically flows in the private sector—which includes preparing to 
negotiate, actual negotiations, and administering the contract after it has been ratified. 


Preparing to Negotiate Once a union has been certified as the bargaining unit, both 
union and management begin the ongoing activity of preparing for negotiations. We 
refer to this as an ongoing activity because ideally it should begin as soon as the previous 
contract is agreed upon or union certification is achieved. Realistically, it probably 
begins anywhere from six months to a year before the current contract expires. We can 
consider the preparation for negotiation as composed of three activities: fact gathering, 
goal setting, and strategy development. 

Information is acquired from both internal and external sources. Internal data include 
grievance and accident records; employee performance reports; overtime figures; and 
reports on transfers, turnover, and absenteeism. External information should include sta- 
tistics on the current economy, both at local and national levels; economic forecasts for the 
short and intermediate terms; copies of recently negotiated contracts by the union to 
determine what issues the union considers important; data on the communities in which 
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the company operates—cost of living, changes in cost of living, terms of recently negotiated 
labor contracts, and statistics on the labor market—and industry labor statistics to see 
what terms other organizations, employing similar types of personnel, are negotiating. 

With homework done, information in hand, and tentative goals established, both 
union and management must put together the most difficult part of the bargaining 
preparation activities, a strategy for negotiations. This includes assessing the other 
side’s power and specific tactics. 


Negotiating at the Bargaining Table Negotiation customarily begins with the 
union delivering to management a list of demands. By presenting many demands, the 
union creates significant room for trading in later stages of the negotiation; it also 
disguises the union’s real position, leaving management to determine which 
demands are adamantly sought, which are moderately sought, and which the union 
is prepared to quickly abandon. A long list of demands, too, often fulfills the internal 
political needs of the union. By seeming to back numerous wishes of the union’s mem- 
bers, union administrators appear to be satisfying the needs of the many factions 
within the membership. 

Both union and management representatives may publicly accentuate their differ- 
ences, but the real negotiations typically go on behind closed doors. Each party tries to 
assess the relative priorities of the other’s demands, and each begins to combine pro- 
posals into viable packages. Next comes the attempt to make management’s highest 
offer approximate the lowest demands that the union is willing to accept. Hence, nego- 
tiation is a form of compromise.*' An oral agreement is eventually converted into a 
written contract, and negotiation concludes with the union representatives submitting 
the contract for ratification or approval from rank-and-file members. If the rank-and-file 
members vote down the contract, negotiations must resume. 


Contract Administration Once a contract is agreed on and ratified, it must be 
administered. Contract administration involves four stages: (1) providing the agree- 
ment information to all union members and managers; (2) implementing the contract; 
(3) interpreting the contract and grievance resolution; and (4) monitoring activities 
during the contract period.*” 

Providing agreement information to all concerned requires both parties to ensure that 
changes in contract language are clearly explained. For example, the most obvious 
would be hourly rate changes; HRM must make sure its payroll system is adjusted to 
the new rates as set in the contract. Likewise, changes in work rules, hours, and such 
must be communicated. If both sides agree to something not in existence before, such 
as mandatory overtime, all must be informed of how it will work. Neither the union nor 
the company can simply hand a copy of the contract to each organization member and 
expect it to be understood. It will be necessary to hold meetings to explain the new 
terms of the agreement. 

Implementing the contract ensures that all communicated changes take effect and 
that both sides comply with the contract terms. One concept to recognize during this 
phase is management rights. Typically, management is guaranteed the right to allocate 
organizational resources in the most efficient manner; to create reasonable rules; to 
hire, promote, transfer, and discharge employees; to determine work methods and 
assign work; to create, eliminate, and classify jobs; to lay off employees when necessary; 
to close or relocate facilities with a sixty-day notice; and to institute technological 
changes. Of course, good HRM practices suggest that whether the contract requires it 
or not, management would be wise to notify the union of major decisions that will 
influence its membership. 

Interpreting the contract and grievance process is probably the most important element 
of contract administration. Almost all collective-bargaining agreements contain formal 
procedures for resolving grievances of contract interpretation and application. These 
contracts have provisions for resolving specific, formally initiated grievances by 
employees concerning dissatisfaction with job-related issues. It is necessary for the con- 
tract to spell out the procedures for handling contractual disputes.*? 
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Exhibit 14-6 
A Sample Grievance Procedure 


A typical grievance procedure begins at 
Step 1 with an informal meeting between 
the employee and supervisor and may 
include a union steward or other local 
union representative. The grievance may 
be settled at any point, ending the 
process. If the problem is not resolved, it 
advances to the next step, involving 
specialists in grievance resolution from 
management or the union. 


grievance procedure 
A complaint-resolving process con- 
tained in union contracts. 
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Supervisor, Employee, 
Step 2 Labor Relations Union Steward, 
Specialist Chief Steward 
Labor Relations Employee, 
Step 3 Specialist and Plant Stewards, Union, 
Facilities Manager Grievance Commitee 


Employee, Grievance 
Step 4 Senior Management Commitee, National 
Union Representative 


Grievance (rights) 


Step 5 Arbitration 


Grievance procedures are typically designed to resolve grievances as quickly as 
possible and at the lowest level possible in the organization (see Exhibit 14-6).** The 
first step almost always has the employee attempt to resolve the grievance with his or 
her immediate supervisor. Ifit cannot be resolved at this stage, it is typically discussed 
with the union steward and the supervisor. Failure at this stage usually brings in the 
individuals from the organization’s industrial relations department and the chief 
union steward. If the grievance still cannot be resolved, the complaint passes to the 
facilities’ manager, who typically discusses it with the union grievance committee. 
Unsuccessful efforts at this level give way to the organization’s senior management and 
typically a representative from the national union. Finally, if those efforts are unsuc- 
cessful in resolving the grievance, the final step is for the complaint to go to arbitration— 
called grievance (rights) arbitration. 

In practice, we find that almost all collective-bargaining agreements provide for 
grievance (rights) arbitration as the final step to an impasse. Of course, in small organi- 
zations these five steps described tend to be condensed, possibly moving from dis- 
cussing the grievance with the union steward to taking the grievance directly to the 
organization’s senior executive or owner, and then to arbitration, if necessary. 

Monitoring activities during the contract period is the final stage in the process of contract 
administration. Both the company and union will gather data on how the contract 
impacts the company and workers, such as the effect on productivity, employee 
turnover, and the number of grievances and concerns. By monitoring activities covered 
by the contract, the company and union can assess the effectiveness of the current con- 
tract, recognize when problem areas or conflicts arose, and indicate what changes 
might need to be made in subsequent negotiations.*° 


Failure to Reach Agreement 


Although contract negotiations aim to achieve an agreement acceptable to all con- 
cerned parties, sometimes that goal is not achieved. Negotiations do break down, 
and an impasse occurs. These events may be triggered by internal issues in the union, 
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the desire to strike against the company, the company’s desire to lock out the union, 
or its knowledge that striking workers can be replaced. Let’s explore some of these 
areas. 


Strikes versus Lockouts Negotiations have only two possible preliminary outcomes. 
First, and obviously preferable, is agreement. The other, lacking any viable solution to 
the parties’ differences, is a strike or a lockout. 

There are several types of strikes. The most relevant to contract negotiations is the 
economic strike. An economic strike occurs when the two parties fail to reach a satis- 
factory agreement before the contract expires. When that deadline passes, the union 
leadership will typically instruct its members not to work, to leave their jobs.*” 
Although in today’s legal climate, replacement workers can be hired, no disciplinary 
action can be taken against workers who participate in economic strike activities (see 
Ethical Issues in HRM). 

Another form of strike is the wildcat strike. A wildcat strike generally occurs when 
workers walk off the job because of something management has done. For example, ifa 
union employee is disciplined for failure to call in sick according to provisions of the 
contract, fellow union members may walk off the job to demonstrate their dissatisfac- 
tion with management action. It is important to note that these strikes happen while a 
contract is in force—an agreement that usually prohibits such union activity. Conse- 
quently, wildcat strikers can be severely disciplined or terminated. In the past, the most 
powerful weapon unions in the private sector had was the economic strike. By striking, 
the union was, in essence, withholding labor from the employer, thus causing the 
employer financial hardships. For instance, U.S. organizations lost nearly 2 million 
workdays to strike activity in 2008.** As disastrous as it sounds, it involved nearly half 
as many striking workers as the previous year. 

Unions are finding that strikes are becoming a less effective bargaining tool for 
several reasons. Economic conditions may leave employers facing layoffs, making 
strikes unwise, and public perception of strikes has become less sympathetic in recent 
years. Organizations are also more inclined to replace striking workers. Although strike 
activity fell to a near record low in 2008, worker dissatisfaction with some management 
practices may increase strike activity at any time.*? 

Managers may also use alockout to try to end a disagreement with workers. A lock- 
out, as the name implies, occurs when the organization denies unionized workers 
access to their jobs during an impasse. A lockout, in some cases, is the first step in man- 
agement’s hiring of replacement workers. In others, it’s management’s effort to protect 
their facilities and machinery and other employees at the work site. In either case, the 
strategy is the same. Each side attempts to apply economic pressure on its opponent to 
sway negotiations in its own direction. When negotiations reach a point that both par- 
ties are unwilling to negotiate any further, they are said to have reached an impasse. 
Impasse-resolution techniques are designed to help such situations. 


Impasse-Resolution Techniques When labor and management in the private sector 
cannot reach a satisfactory agreement, they may need the assistance of an objective 
third party. This assistance comes in the form of conciliation and mediation, fact-finding, 
or interest arbitration. 

Conciliation and mediation are two closely related impasse-resolution tech- 
niques. Both are techniques whereby a neutral third party attempts to help labor and 
management resolve their differences. Under conciliation, however, the third party 
role is to keep negotiations going. In other words, this individual is a go-between— 
advocating a voluntary means through which both sides can continue negotiating. 
Mediation goes one step further. The mediator attempts to pull together the common 
ground that exists and make settlement recommendations for overcoming barriers 
between the two sides. A mediator’s suggestions, however, are only advisory and not 
binding on either party. 
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economic strike 

An impasse that results from labor 
and management's inability to agree 
on the wages, hours, and terms and 
conditions of a new contract. 


wildcat strike 

An unauthorized and illegal strike 
that occurs during the terms of an 
existing contract. 

lockout 

A situation in labor-management 
negotiations whereby management 
prevents union members from return- 
ing to work. 

conciliation and mediation 
Impasse resolution techniques using 
an impartial third party to help man- 
agement and the union to resolve the 
conflict. 


Economic strikes left 72,000 U.S. 
employees idle for nearly 2 million 
workdays in 2008. In the United States 
and Canada, the trend is for fewer but 
longer strikes. Machinists striking at 
Boeing accounted for over half of the lost 
work days in 2008 in the United States. 
(Source: © AP/Wide World Photos) 
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ETHICAL ISSUES IN HRM 


The Striker Replacement Dilemma 


Work stoppages can be used by either manage- 

ment or labor to try to gain an advantage when ne- 

gotiations for wages and working conditions break 

down. For example, when labor shortages exist, or 

when inventories are in short supply, a union strike 
could have serious ramifications for the company. Likewise, when 
economic conditions create a surplus of labor and inventories are 
high, management has the upper hand and could easily lock out 
the union to achieve its negotiation goals. In fact, both the 
Wagner and Taft-Hartley Acts saw to it that the playing field was 
as fair as possible by requiring both sides to negotiate in good 
faith and permitting impasses if they should be warranted. 

For decades, this scenario played itself out over and over 
again. Timing of a contract’s expiration proved critical for both 
sides. For example, in the coal industry, a contract that expired 
just before the winter months—when coal is needed in greater 
supply for heating and electricity—worked to the union’s advan- 
tage, unless the coal companies stockpiled enough coal to carry 
them through a lengthy winter strike. This game, although seri- 
ous to both sides, never appeared anything more than bargaining 
strategy—one that could show how serious both sides were. And 
even though a 1938 Supreme Court case, NLRB v. MacKay Radio, 
gave employers the right to hire replacement workers for those 


engaged in an economic strike, seldom was that used. In fact, 
often to settle a strike and return to the organization its skilled 
workforce, one stipulation would be to release all replacement 
workers. 

But in the early 1980s, that began to change. When President 
Ronald Reagan fired striking air traffic controllers and hired their 
replacements, businesses began to realize the weapon they had at 
their disposal. As their union-busting attempts grew, organiza- 
tions including Firestone, Caterpillar, the National Football 
League, and John Deere realized that using replacement workers 
could be to their advantage. The union members either came back 
to work on management’s terms or they lost their jobs—period. 

Undoubtedly, in any strike situation, management has the 
right to keep its doors open and to keep producing what it sells. 
That may mean using supervisory personnel in place of striking 
workers, or in some cases, bringing in replacements. But does a 
law that permits replacement workers undermine the intent of 
national labor law? Does it create an unfair advantage for orga- 
nizations that play hardball just to break the union? Should a 
striker-replacement bill (which would prevent permanent re- 
placement workers from being hired) be passed? Should striking 
workers’ jobs be protected while they exercise their rights under 
the Wagner Act? What’s your opinion? 


fact-finding 

The technique whereby a neutral third 
party conducts a hearing to gather 
evidence and testimony from the par- 
ties regarding the differences between 
them. 


Fact-finding is a technique whereby a neutral third party conducts a hearing to 
gather evidence from both labor and management. The fact-finder then renders a decision 
as to how he or she views an appropriate settlement. Similar to mediation, the fact-finder’s 
recommendations are suggestions only—they, too, are not binding on either party. 

The final impasse-resolution technique is called interest arbitration. Under interest 
arbitration, generally a panel of three individuals—one neutral and one each from the 
union and management—hears testimony from both sides. After the hearing, the panel ren- 
ders a decision on how to settle the current contract negotiation dispute. If all three mem- 
bers of the panel are unanimous in their decision, that decision is binding on both parties. 

Public-sector impasse-resolution techniques show notable differences. For 
instance, many states that do permit public-sector employee strikes require some form 
of arbitration. Decisions rendered through arbitration are binding on both parties. 
Arbitration takes two forms: package selection and issue-by-issue selection. Package 
selection (or final-offer arbitration) means that the arbitrator selects either the union 
or management proposal in its entirety. Issue-by-issue selection allows the arbitrator to 
select from union or management proposals for each issue being negotiated. For exam- 
ple, the arbitrator may select management’s proposal for benefits, but select the union’s 
proposal for another issue, such as wages. 


interest arbitration 
An impasse resolution technique used 
to settle contract negotiation disputes. 


Critical Issues for Unions Today 


The declining percentage of unionized workforce throughout the past few decades 
raises several questions. Why has union membership declined? Can labor and manage- 
ment find a way to work together more harmoniously? Is public-sector unionization 
different from that in the private sector? And where are unions likely to focus their 
attention in the next decade? In this section, we’ll look at these issues. 
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Union Membership: Where Have the Members Gone? 


Unions began to witness significant union gains with the passage of the Wagner Act in 
1935. In fact, by the early 1940s, union membership in the United States reached its 
pinnacle of approximately 36 percent of the workforce. Since that time, however, there’s 
been a steady decline (see Exhibit 14-7). Major contributing factors can be identified. 

In the early to mid-1970s, many unionized workers, especially in the private sector, 
joined the ranks of the middle class as a result of their unions’ success at the bargaining 
table. This often meant that they were more concerned with taxes than with ideological and 
social issues or with support for legislation that favored the union movement. Further- 
more, the private-sector labor movement had difficulty accepting into its ranks public- and 
federal-sector workers, women, African Americans, and the rising tide of immigrants. Also, 
in the 1970s, predictions about the postindustrial age came to pass, and manufacturing 
was replaced by service as the dominant industry in the American economy. As a conse- 
quence, the most rapid employment growth was in wholesale and retail trade, service indus- 
tries such as high technology, and white-collar jobs. In these areas unions either had not 
previously focused organizing efforts or were largely unsuccessful for a variety of reasons. 

Double-digit inflation, beginning in the mid-1970s, was also a factor. High rates of 
inflation resulted in the first massive layoffs in both the private and public sectors, which 
radically diminished the financial resources of numerous unions to represent members 
and to engage in organizing and political activities. Additionally, the emergence of global 
competition caught much of American business by surprise. The primary response was to 
try to restore their financial positions by demanding concessions from workers (concession 
bargaining) and/or by reducing the workforce. Both of these responses have had an enor- 
mous effect on unions in the workplace. Fueled by these pressures, the latter half of the 
1970s ushered in the strongest antiunion movement since the post-World War II era. Out- 
sourcing of production and assembly operations to foreign locations such as the Pacific 
Rim, Mexico, Brazil, Hong Kong, Taiwan, and parts of Africa originated in the late 1970s.*° 

The 1980s and early 1990s witnessed an even more dramatic decline in union mem- 
bership and power. Massive layoffs had ripped through the ranks of such unions as the 
United Automobile Workers (UAW), the United Steelworkers of America (USWA), the 
United Mine Workers (UMW), the Rubber Workers, and the Communications Workers, 
so that their numbers were significantly less than at the beginning of the decade. The 
cumulative effects of factors identified in the 1970s had even harsher consequences 
during the next fifteen years. Union busting and avoidance were no longer sideline 
issues for management consultants but a thriving and lucrative enterprise in their own 
right. Worker replacement became a management weapon. 
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Exhibit 14-7 

Trends in Union Membership 

Union membership has been declining for 
several decades, although the decline has 
slowed recently. 
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The Union Summer 


Borrowing a page from many private sector orga- 
nizations looking to find good talent, the AFL- 
CIO began a program in 1996 called the Union 
Summer Program. The Union Summer Program 
is a five-week internship to help interested college 
students learn skills for union-organizing activities. It’s proven 
to be a good training ground for individuals who may have an 
interest in working for a union, as well as a “sourcing” activity 
for unions to find qualified talent. 

The Union Summer Program seeks to bring together indi- 


WORKPLACE ISSUES 


nity activists to bring about social justice through workplace 
and community organizing.”** During the summer internship, 
these students work in a variety of activities that typically take 
place during an organizing campaign. For example, interns may 
interview potential union members to find out what they believe 
needs to be changed in their work setting. They may also assist 
the union and potential members with organizing picket lines, 
as well as educating community members on workers’ rights 
issues. 

Since its inception, the program has had several thousand 


viduals “committed to uniting workers, students, and commu- summer interns. 


If the union would not accept management’s best offer, the company simply hired 
new workers to replace those on strike. The 1980s also witnessed a legislative sentiment 
that began to turn against unions. In such an environment, the role of the strike took 
on new meaning. The transition began in 1981, when nationwide attention focused on 
President Ronald Reagan’s firing of illegally striking air traffic controllers. This action 
sent an important message to employers across the country: the strike is no longer a 
union weapon but rather a management weapon to push workers out of their jobs in an 
effort to bust the union and/or to gain concessions from workers that they might not 
otherwise have given.“ 

The picture of unions in the 1990s was just as bleak. Union-avoidance and union- 
busting tactics, flatter organizational structures, downsizing, technology advancements, 
the contingent workforce, and replacement workers all contributed to a continual decline 
in membership. From their heyday of almost 36 percent in the early 1940s to their current 
12.4 percent in 2009, unions appear not to be the force they once were.” But don’t count 
unions out. Stagnant worker wages, health insurance cutbacks, displeasure with cost-cut- 
ting measures and company policies are making union philosophies more attractive to 
employees. Unions are also changing some of their organizing tactics, and public senti- 
ment might be changing to support and sympathize with union causes (see Workplace 
Issues). Unions have found recruiting members in the service sectors—with a fair amount 
of success in Las Vegas, as well as with university graduate students—rewarding.*? 


Labor-Management Cooperation 


Historically, the relationship between labor and management was built on conflict. The 
interests of labor and management were seen as basically at odds—each treating the 
other as the opposition. But times are changing. Management has become increasingly 
aware that successful efforts to increase productivity, improve quality, and lower costs 
require employee involvement and commitment. Similarly, some labor unions have rec- 
ognized that they can help their members more by cooperating with management 
rather than fighting them. 

Many U.S. labor laws were created in an era of mistrust and antagonism between 
labor and management, creating a barrier to both parties becoming cooperative part- 
ners." For example, the National Labor Relations Act was passed to encourage collec- 
tive bargaining and to balance workers’ power against that of management. That 
legislation also sought to eliminate the practice of firms setting up company unions for 
the sole purpose of undermining efforts of outside unions organizing their employees. 
The law prohibited employers from creating or supporting a “labor organization.” The 
National Labor Relations Board has ruled that Electromation, a non-union manufac- 
turing company, was participating in an unfair labor practice when it set up employee 
action committees. The NLRB determined that the committees were not actually set up 
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to provide employee input into safety and health issues, but to “impose its own unilat- 
eral form of bargaining on employees” by discussing wages, hours, and working condi- 
tions. Electromation’s actions were viewed as a means of thwarting a Teamsters Union 
organizing campaign that began in its Elkhart, Indiana, plant. Certain implications of 
the Electromation case and a broader NLRB interpretation in the Crown Cork and Seal 
case indicated that companies could have such programs as quality circle, quality of 
work life, and other employee involvement programs under federal labor laws. 

Although this issue had been the subject of congressional debate, the current legal 
environment doesn’t prohibit employee-involvement programs in the United States. 
Rather, to comply with the law, management must give employee-involvement pro- 
grams independence. That is, when such programs become dominated by manage- 
ment, they’re likely to be interpreted as groups that perform some functions of labor 
unions but are controlled by management. Actions that would indicate that an 
employee-involvement program is not dominated by management might include 
choosing program members through secret-ballot elections, giving program members 
wide latitude in deciding what issues to deal with, permitting members to meet apart 
from management, and specifying that program members are not susceptible to disso- 
lution by management whim. The key theme labor laws convey is that where employee- 
involvement programs are introduced, members must have the power to make deci- 
sions and act independently of management. 


Public-Sector Unionization 


Unionizing government employees, either in the federal sector or in state, county, and 
municipal jurisdictions, has proven lucrative for unions.*° Significant gains have been 
made in these sectors, as unions increased membership from 11 percent in 1970 to 
nearly 37 percent in 2008.* In fact, these white-collar unionized jobs account for nearly 
one-half of all union membership.*® But labor relations in the government sector dif- 
fers from its private-sector counterpart. For example, in the federal sector, wages are 
nonnegotiable and compulsory membership in unions is prohibited. At the state, 
county, and local levels, laws must be passed to grant employees in any jurisdiction the 
right to unionize—and more important, the right to strike. Yet probably the most 
notable difference lies in determining “who’s the boss.” 

In a private company, management is the employer. This, however, is not the case 
in government sectors. Instead, a president, a governor, a mayor, a county executive, and 
so forth is responsible for the government’s budget. These elected officials have fidu- 
ciary responsibilities to their citizenry. Who, then, “owns” the government? The people, 
of course. Accordingly, unionized employees in the public sector actually negotiate 
against themselves as taxpayers. And even if some agreement is reached, the negotiated 
contract cannot be binding, even though the union members support it, until some leg- 
islative body has approved it. 

Finally, because these negotiations are a concern to the general public, citizens have 
the right to know what is going on. This is handled through sunshine laws.” These laws 
require parties in public-sector labor relations to make public their negotiations; that 
is, contract negotiations are open to the public. This freedom of information is based 
on the premise that the public-sector negotiations directly affect all taxpayers and thus 
should provide direct information regarding what is occurring. However, although 
information is important, sunshine laws have been questioned by labor-relations per- 
sonnel. They contend that what the public may see or hear during open negotiations 
may ultimately differ from the final contract, and public members who do not under- 
stand what happens in negotiations may gain a false sense of negotiation outcomes. 
Sunshine laws differ in every state and are constantly evolving. 


Unionizing the Nontraditional Employee 


The strength of unionization in years past resided in the manufacturing industries of 
the U.S. economy. Steel, tires, automobiles, and transportation were major industries 
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Is There Addition by Subtraction? 


Throughout the past several decades, the percent 
of the workforce unionized has continually 
declined. A lot of reasons have been cited for the 
decline, but one question that needs to be asked 
is, has labor contributed in any way to their own 
decline? Have their strategies for growing union 
membership been properly set and executed? Have they reached 
out to all potential union members? If you listen to several 
union chieftains, they believe the answer to these questions is 
no—and this internal strife is a problem for organized labor. 
For example, at its convention in July 2005, the AFL-CIO 
was hit with a major blow. Two of the nation’s largest unions— 
the Teamsters and the Service Employees International Union— 
along with five other unions, broke away from the AFL-CIO. 
Their reason: they believe the AFL-CIO just wasn’t paying 
enough attention to the kind of workers that these unions 
represent. These seven unions are united under an umbrella 


DID YOU KNOW? 


unionize more service-type employees. Change to Win unions 
feel they can reach out in a way that the AFL-CIO could not— 
organizing many of today’s working poor. “The future of the 
unions is the $8 an hour home healthcare worker” according to 
David Gregory, professor of law at St. John’s University. “The 
unions may have regained membership with lower-wage service 
workers, but they cannot regain the dues lost along with the 
higher-paid jobs.”°? 

Service sector jobs may not pay as well as the manufactur- 
ing jobs that the unions have lost, but jobs in health care, con- 
struction, and education are not as easily shipped overseas. 
These new union members are also more likely to vote in politi- 
cal races than nonunion workers, possibly proving more influ- 
ential in elections and pro-labor legislation such as the 
Employee Free Choice Act, which would make it easier for 
unions to organize. 

Will the unions stage a comeback in a new form? Stay 


organization called “Change to Win,” and are attempting to tuned... 


that dominated every aspect of American life—and the world. In each of these industries 
ran a common element: the presence of unions. Over the past few decades, however, the 
United States has changed gears. Once a manufacturing giant, the United States has 
become a service economy. Unfortunately for unions, the service sector previously had 
not been one of their targeted areas for organizing employees. Such people include 
government workers, nurses, secretaries, professional and technical employees, educa- 
tors, and even some management members. Most notably, unions such as the United 
Food and Commercial Workers have targeted companies including Wal-Mart, Target, 
and K-mart as excellent union-organizing grounds.*° 

As the world of work continues to radically evolve, it is safe to assume that unions will 
target an even broader group of employees. The same issues that unions sold fifty years 
ago to interest people in the union cause including wages, benefits, job security, and a say 
in how employees are treated at work, are the same concerns of employees in the new mil- 
lennium. Restructuring, consolidation, and layoffs in corporate America have forced 
affected workers to pay closer attention to what the unions promise. For the health-care 
professionals, for example, who voted to be represented by unions, this has resulted in job 
security and wages and benefits above their nonunion counterparts.°* Hospitals and 
healthcare workers appear to be an area of emphasis for union organizing in the future. 

Is history repeating itself? Only time will tell. But remember, the decline in union 
membership—especially in the traditional industries in the 1970s—was brought about in 
part by people achieving their middle-class status. As organizational changes threaten 
this social class rank, we have every reason to believe that workers will present a unified, 
mutual front to the employer. In some cases, that is best achieved through union activi- 
ties. Union membership has stabilized and actually shown a slight increase in 2008, most 
likely from the increases seen in membership in the health care and service worker sector. 


International Labor Relations 


Labor relations practices, and the percent of the workforce unionized, differ in every 
country (see Exhibit 14-8). Nowhere is employee representation exactly like that in the 
United States. In almost every case, relationships among management, employees, and 


International Labor Relations 


China 90.0 


Sweden 78.0 
Belgium 53.0 
Canada 30.0 
Germany 20.0 
Mexico 13.0 
United Kingdom 28.0 
Singapore 19.0 
Japan 19.0 
Spain 15.0 
United States 12.0 
France 8.0 


unions (or other administrative bodies) are the result of long histories. The business 
approach to unionism, or emphasizing economic objectives, is uniquely American. In 
Europe, Latin America, and elsewhere, unions have often evolved out of a class struggle, 
resulting in labor as a political party. The Japanese Confederation of Shipbuilding and 
Engineering Workers’ Union only recently began dropping its “class struggle” rhetoric 
and slogans to pursue a “partnership” with management. The basic difference in per- 
spective sometimes makes it difficult for U.S. expatriates to understand how the labor- 
relations process works because even the same term may have different meanings. For 
example, in the United States, “collective bargaining” implies negotiations between a 
labor union and management. In Sweden and Germany, it refers to negotiations between 
the employers’ organization and a trade union for the entire industry. Furthermore, 
arbitration in the United States usually refers to the settlement of individual contractual 
disputes, whereas in Australia arbitration is part of the contract bargaining process. 
Not only does each country have a different history of unionism, each government has 
its own view of its role in the labor-relations process.°* This role is often reflected in the 
types and nature of the regulations in force. The U.S. government generally takes a hands- 
off approach toward intervention in labor-management matters but the Australian gov- 
ernment, to which the labor movement has strong ties, is inclined to be more involved. 
Thus, not only must the multinational corporate industrial relations office be familiar 
with the separate laws of each country, it also must be familiar with the environment in 
which those statutes are implemented. Understanding international labor relations is vital 
to an organization’s strategic planning. Unions affect wage levels, which in turn affect 
competitiveness in both labor and product markets. Unions and labor laws may limit 
employment-level flexibility through security clauses that tightly control layoffs and ter- 
minations (or redundancies). This is especially true in such countries as England, France, 
Germany, Japan, and Australia, where various laws place severe restrictions on employers. 


Differing Perspectives Toward Labor Relations 


If labor relations can affect the organization’s strategic planning initiatives, it is nec- 
essary to consider the issue of headquarters’ involvement in host-country interna- 
tional union relations. The organization must assess whether the labor-relations 
function should be controlled globally from the parent country, or whether it would 
be more advantageous for each host country to administer its own operation. There 
is no simple means of making this assessment; frequently, the decision reflects the 
relationship of the product market at home to that of the overseas product market. 
For instance, when domestic sales are larger than those overseas, the organization is 
more likely to regard the foreign office as an extension of the domestic operations. 
This is true for many U.S. multinational organizations because the home market is so 
vast. Thus, American firms have been more inclined to keep labor relations centrally 
located at corporate headquarters. Many European countries, by contrast, have small 
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Exhibit 14-8 
Unionization Around the World >? 


China reports that a whopping 90 percent 
of workers belong to a union. It helps to 
understand that the All-China Federation 
of Trade Unions (ACFTU) is a monopoly 
with 170 million members and is 
controlled by the Communist Party. 


Unions can be found in most 
industrialized nations in the world. 
Workers around the world have found it 
useful to collectively fight for better 
wages, benefits, and working conditions. 
(Source: © AP/Wide World Photos) 


362 


Chapter 14 Understanding Labor Relations and Collective Bargaining 


home markets with comparatively larger international operations; thus, they are 
more inclined to adapt to host-country standards and have the labor-relations func- 
tion decentralized. 

Another divergence among multinational companies in their labor relations is the 
national attitude toward unions. Generally, American multinational corporations view 
unions negatively at home and try to avoid workforce unionization. Europeans, on the 
other hand, have had greater experience with unions, are accustomed to a larger pro- 
portion of the workforce being unionized, and are more accepting of the unionization 
of their own workers. In Japan, as in other parts of Asia, unions are often closely identi- 
fied with an organization. 


The European Community 


The European Community brings together a dozen or more individual labor relations 
systems. For both the member nations and other countries doing business in Europe, 
such as the United States and Japan, it is important to understand the dynamics of 
what will necessarily be a dramatically changing labor environment. 

Legislation about workers’ rights is continually developing, which has far-ranging 
implications for all employers. The French and Germans lean toward strong worker rep- 
resentation in labor policy, reflecting their cultural histories, but the United Kingdom 
and Denmark oppose it. Many basic questions remain regarding implementation of the 
free trade of labor across national boundaries. For example, with the increase in produc- 
tion that accompanies the opening of the international market, workers and their union 
representatives will want their fair share. And what is this fair share? For starters, Euro- 
pean unions want a maternity package that provides 80 percent of salary for a fourteen- 
week period. They are also seeking premium pay for night work, full benefits for workers 
employed more than eight hours a week, participation on companies’ boards of directors, 
and an increase in the minimum wage level to two-thirds of each country’s average man- 
ufacturing wage. Some of these inducements will be difficult to obtain, but companies 
doing business overseas must be aware of what is happening in pending labor legislation 
and fully understand and comply with the host country’s laws and customs. 


Summary 


(This summary relates to the Learning Outcomes identified on page 340.) After having 
read this chapter you can 


1. Define the term unions. A union is an organization of workers, acting collectively, 
seeking to promote and protect their mutual interests through collective bargaining. 
2. Discuss the effects of the Wagner and the Taft-Hartley Acts on labor-manage- 
ment relations. The Wagner (National Labor Relations) Act of 1935 and the Taft- 
Hartley (Labor-Management Relations) Act of 1947 represent the most direct legis- 
lation affecting collective bargaining. The Wagner Act gave unions the freedom to 
exist and identified employer unfair labor practices. Taft-Hartley balanced the 
power between unions and management by identifying unfair union labor practices. 
3. Identify the significance of Executive Orders 10988 and 11491 and the Civil 
Service Reform Act of 1978. Executive Orders 10988 and 11491 paved the way for 
labor relations to exist in the federal sector. Additionally, Executive Order 11491 
made federal labor relations similar to its private-sector counterpart. The Civil 
Service Reform Act of 1978 removed federal-sector labor relations from under the 
jurisdiction of the president and established a forum for its continued operation. 
4. Describe the union-organizing process. The union-organizing process officially 
begins with the completion of an authorization card. If the required percentage of 
potential union members shows their intent to vote on a union by signing the 
authorization card, the NLRB will hold an election. If 50 percent plus one of those 
voting votes for the union, then the union is certified to be the bargaining unit. 


Key Terms 


10. 


. Describe the components of collective bargaining. Collective bargaining typi- 


cally refers to the negotiation, administration, and interpretation of a written 
agreement between two parties that covers a specific period of time. 

Identify the steps in the collective-bargaining process. The collective-bargaining 
process is comprised of the following steps: preparation for negotiations, negotia- 
tions, and contract administration. 

Explain the various types of union security arrangements. The various union 
security arrangements are the closed shop (made illegal by the Taft-Hartley Act); 
the union shop, which requires compulsory union membership; the agency shop, 
which requires compulsory union dues; and the open shop, which enforces work- 
ers’ freedom of choice to select union membership or not. 

Describe the role of a grievance procedure in collective bargaining. The griev- 
ance procedure provides a formal mechanism in labor contracts for resolving issues 
over the interpretation and application of a contract. 

Identify the various impasse-resolution techniques. The most popular impasse- 
resolution techniques include mediation (a neutral third party informally attempts 
to bring the parties to agreement); fact-finding (a neutral third party conducts a 
hearing to gather evidence from both sides); and interest arbitration (a panel of 
individuals hears testimony from both sides and renders a decision). 

Discuss how sunshine laws affect public-sector collective bargaining. Sun- 
shine laws require parties in the public sector to make their collective-bargaining 
negotiations open to the public. 


Demonstrating Comprehension 


QUESTIONS FOR REVIEW 


1. 
. What three pieces of legislation have been most important in defining the rights of 


CP eENaANS 


What is a union and why do they exist? 


management and unions? 

What is the process for establishing a union as the legal collective-bargaining 
representative for employees? 

Why is compulsory union membership so important to unions? 

Where are unionizing efforts focused today? 

What is collective bargaining? How widely is it practiced? 

Describe the collective bargaining process. 

What is the objective of collective bargaining? 

Why do a union’s initial list of demands tend to be long and extravagant? 


Key Terms 

agency Federal National Labor representation 
shop Mediation Relations decertification 

authorization and Concilia- Board (NLRB) (RD) 
card tion Service open shop right to 

Civil Service (FMCS) Racketeer work laws 
Reform Act grievance Influenced Taft-Hartley Act 

collective procedure and Corrupt union 
bargaining interest Organizations union 

conciliation and arbitration Act (RICO) security 
mediation Landrum-Griffin Railway arrangements 

dues check-off Act of 1959 Labor Act union shop 

economic lockout representation Wagner Act 
strike maintenance of certification wildcat 

fact-finding membership (RC) strike 
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Linking Concepts to Practice DISCUSSION QUESTIONS 


1. “All that is required for successful labor-management relations 
is common sense, sound business judgment, and good listening 
skills.” Do you agree or disagree with this statement? Explain. 

2. Given your career aspirations, might you join a union? Why or 
why not? Explain. 

3. “An employer might not want to stifle a union-organizing 
effort. In fact, an employer might want to encourage his 


employees to join a union.” Do you agree or disagree with this 
statement? Explain your position. 

4. “If management treats employees well, pays them a fair wage, 
communicates with them, and ensures that they have a safe 
and healthy work environment, there is no need for a union.” 
Do you agree or disagree with the statement? Explain your 
position. 


Developing Diagnostic and Analytical Skills 


Case Application 14: “SAVE MONEY. LIVE BETTER”—WAL-MART AND UNIONS INTERPRET 


THE SLOGAN DIFFERENTLY 


People might be surprised to learn that historically anti-union 
retailer Wal-Mart does have stores with active unions. They are not in 
the U.S., though; they are in China and Canada. 

Wal-Mart workers in the United States haven’t met with 
much success as they try to organize unions. Wal-Mart, like many 
employers, resent having a union as a third party representing 
workers to negotiate for working conditions, benefits, and com- 
pensation. A handful of meat cutters in the Jacksonville, Texas, 
store voted to join the United Food and Commercial Workers 
(UFCW) in 2000, but their affiliation was short lived. Within 
weeks, Wal-Mart closed the meat cutting operations in 180 stores 
in six states, including Texas, switching to prepackaged meat. 
Wal-Mart denied that the union membership had anything to do 
with the move. 

Canadian Wal-Mart workers haven’t had much more success. 
In late 2008, Wal-Mart workers in Hull, Quebec, and Weyburn, 
Saskatchewan, won the right to representation by the UFCW. If his- 
tory is any guide, they won’t be dues paying members for long. In 
2005, Wal-Mart announced the closing of their store in Jonquiere, 
Quebec, just two months after workers voted to be represented by 
the UFCW. Wal-Mart explained that the store had struggled finan- 
cially since it’s opening, but a survey by Pollara Inc., Canada’s largest 
polling organization, found that only 9 percent of Canadians 
believed that Wal-Mart closed the store for financial reasons. 

Chinese Wal-Mart workers have found union membership 
much easier. The All-China Federation of Trade Unions (ACFTU) is 
a monopoly with 170 million members and is controlled by the 
Communist Party. In the face of a union so much more powerful 
than those in the United States and Canada, Wal-Mart agreed to 
ACFTU representation in several cities in China. Workers will 
receive 8 percent pay raises each year for the next two years. The 


ACFTU is generally seen as much friendlier to management than 
unions in other parts of the world. 

Are U.S. Wal-Mart workers getting any closer to union represen- 
tation? Possibly. Proposed legislation called the “Employee Free Choice 
Act” (EFCA) would make unionization faster and easier by allowing 
union representation if over 50 percent of the employees sign a card 
indicating that they want to join. Presently, companies can demand a 
secret ballot, slowing the process. In the fall of 2008, Wal-Mart Human 
Resource managers reportedly alerted store managers and supervisors 
that if Barack Obama were elected president, that it was likely that the 
“Employee Free Choice Act” would sail through congress and be 
quickly signed by Obama. David Tovar, a Wal-Mart spokesman, is 
quoted as saying “We believe EFCA is a bad bill and we have been on 
record as opposing it for some time. We feel educating our associates 
about the bill is the right thing to do.” Some managers present at the 
meetings interpreted HR’s remarks to endorse John McCain, Obama’s 
opposition in the 2008 election. Federal election laws allow companies 
to advocate specific political candidates to management, but not 
hourly workers. The supervisors who attended the meetings were 
hourly workers, but the managers were not. 


Questions: 


1. What are the advantages and disadvantages to Wal-Mart of 
working with unions? 

2. Explain the advantages and disadvantages of union member- 
ship from the employee perspective. 

3. Explain the consequences of Wal-Mart’s efforts to slow or 
stop union representation in the United States. 

4. Which laws regulate the activities of Wal-Mart and the 
employees in the organizing efforts? Do you believe Wal-Mart 
is ethical in its efforts to stop the unions? 


Working with a Team HANDLING A GRIEVANCE 


Break into teams of three. This role-play requires one person to play 
the role of the HR director (Chris), another to play the role of the 
employee (Pat), and a third to play the role of the union steward (CJ.). 


Each team member should read the following scenario and the 
excerpt from the union contract and then role-play a meeting in 
Chris’s office. This role-play should take no more than 15 minutes. 


Enhancing Your Communication Skills 


Scenario The head of security for your company has recently 
been focusing attention on the removal of illegal substances from 
the company’s workplace. One morning last week, a guard suspected 
the possession of a controlled substance by an employee, Pat. The 
guard noticed Pat placing a bag in a personal locker and subsequently 
searched the locker. The guard found a variety of pills, some of which 
he thought were nonprescription types. As Pat was leaving work for 
the day, the security guard stopped Pat with a request for Pat to 
empty the contents of the bag being carried. Pat was not told why the 
request was being made. Pat refused to honor the request and 
stormed out of the door, leaving the company’s premises. Pat was 
terminated the next morning by the boss for refusing to obey the 
legitimate order of a building security guard. Feeling unable to 
address the issue satisfactorily with Pat’s supervisor, Pat and CJ. 
have set up this meeting with Chris. 

Chris has just gone into a meeting with Pat and C.J. Chris 
wishes to enforce Pat’s supervisor’s decision to terminate Pat and 
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justify the reason for it. CJ. and Pat, on the other hand, claim this 
action is a violation of the union contract. 
Relevant Contract Language The following is excerpted from 
the labor agreement: 
An employee who fails to maintain proper standards of conduct at all 
times, or who violates any of the following rules, shall be subject to 
disciplinary action. 
Rule 4: Bringing illegal substances, firearms, or intoxicating liquors 
onto company premises, using or possessing these on company prop- 
erty, or reporting to work under the influence of a substance is 
strictly prohibited. 
Rule 11: Refusal to follow supervisory orders or acting in any way 
insubordinate to any company agent is strictly prohibited. 


Role for Chris To handle this grievance, listen to the employee’s 
complaint, investigate the facts as best you can, make your decision, 
and explain it clearly. 


Learning an HRM Skill NEGOTIATION SKILLS 


About the Skill The essence of effective negotiation can be summa- 


rized in the following six recommendations.>> 


1. Research your opponen. Acquire as much information as you 
can about your opponent’s interests and goals. What people 
must he or she appease? What is his or her strategy? This 
information will help you better understand your opponent’s 
behavior, predict his or her responses to your offers, and 
frame solutions in terms of his or her interests. 

2. Begin with a positive overture. Research shows that concessions 
tend to be reciprocated and lead to agreements. As a result, 
begin bargaining with a positive overture—perhaps a small 
concession—and then reciprocate your opponent’s concessions. 

3. Address problems, not personalities. Concentrate on the negoti- 
ation issues, not on the personal characteristics of your 
opponent. When negotiations become tough, avoid the 
tendency to attack your opponent. You disagree with your 
opponent’s ideas or position, not him or her personally. 


Enhancing Your Communication Skills 


Separate the people from the problem and don’t personalize 
differences. 

4. Pay little attention to initial offers. Treat an initial offer as merely a 
point of departure. Everyone needs an initial position, and initial 
positions tend to be extreme and idealistic. Treat them as such. 

5. Emphasize win-win solutions. If conditions are supportive, look 
for an integrative solution. Frame options in terms of your 
opponent’s interests and look for solutions that allow your 
opponent, as well as you, to declare a victory. 

6. Be open to accepting third-party assistance. When stalemates are 
reached, consider the use of a neutral third party—a mediator, 
an arbitrator, or a conciliator. Mediators can help parties 
come to an agreement, but they don’t impose a settlement. 
Arbitrators hear both sides of the dispute then impose a 
solution. Conciliators are more informal and act as a commu- 
nication conduit, passing information between the parties, 
interpreting messages, and clarifying misunderstandings. 


1. Research the effect that an economic recession has on 
union membership, contract negotiations, and other 
aspects of belonging to and working with unions. Present 
your findings in a two- to three-page research paper or a 
3-5 minute presentation with presentation slides. Cite all 
references. 

2. Select a video online that either supports or discourages 
union membership. Check the facts presented in the video 
for accuracy. Present your findings to your class. 


3. Visit the AFL-CIO’s Web site (www.aflcio.com). Research and 
summarize two current union issues the AFL-CIO is working 
on/supporting legislation for. End your report with your sup- 
port for or against the union perspective. 

4. Investigate how the Racketeer Influenced and Corrupt Orga- 
nizations Act (RICO) has been used in the past five years to 
attack corrupt practices in labor unions. Cite specific exam- 
ples found in your research. 
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Glossary 


360-degree appraisals Performance evaluations in which super- 
visors, peers, employees, customers, and the like evaluate the 
individual. 

4/Sths rule A rough indicator of discrimination, this rule requires 
that the number of minority members a company hires must 
equal at least 80 percent of the majority members in the popula- 
tion hired. 


absolute standards Measuring an employee’s performance 
against established standards. 

acquisition The transfer of ownership and control of one organi- 
zation to another. 

adverse (disparate) impact A consequence of an employment 
practice that results in a greater rejection rate for a minority 
group than for the majority group in the occupation. 

adverse (disparate) treatment An employment situation where 
protected group members receive treatment different from 
other employees in matters such as performance evaluations 
and promotions. 

affirmative action A practice in organizations that goes beyond dis- 
continuance of discriminatory practices to include actively seek- 
ing, hiring, and promoting minority group members and women. 

Age Discrimination in Employment Act (ADEA) This act pro- 
hibits arbitrary age discrimination, particularly among those 
over age 40. 

agency shop A union security arrangement whereby employees 
must pay union dues to the certified bargaining unit even if they 
choose not to join the union. 

Albemarle Paper Company v. Moody Supreme Court case that clari- 
fied the methodological requirements for using and validating 
tests in selection. 

Americans with Disabilities Act of 1990 (ADA) Extends EEO 
coverage to include most forms of disability, requires employers 
to make reasonable accommodations, and eliminates post-job- 
offer medical exams. 

application form Company-specific employment form used to 
generate specific information the company wants. 

assessment center A facility where performance simulation tests 
are administered. These include a series of exercises used for 
selection, development, and performance appraisals. 

attribution theory A theory of performance evaluation based on 
the perception of who is in control of an employee’s perfor- 
mance. 

authorization card A card signed by prospective union members 
indicating that they are interested in having a union election 
held at their work site. 


baby boomers Individuals born between 1946 and 1965. 

background investigation The process of verifying information 
job candidates provide. 

behavioral interview Observing job candidates not only for what 
they say but for how they behave. 

behaviorally anchored rating scales (BARS) A performance 
appraisal technique that generates critical incidents and devel- 
ops behavioral dimensions of performance. The evaluator 
appraises behaviors rather than traits. 


blind-box ad An advertisement that does not identify the advertis- 
ing organization. 

bona fide occupational qualification (BFOQ) Job require- 
ments that are “reasonably necessary to meet the normal opera- 
tions of that business or enterprise.” 

broad-banding Paying employees at preset levels based on their 
level of competency. 

burnout Chronic and long-term stress. 


career The sequence of employment positions that a person has 
held over his or her life. 

carpal tunnel syndrome A repetitive-motion disorder affecting 
the wrist. 

central tendency The tendency of a rater to give average ratings. 

change agent Individual responsible for fostering the change 
effort and assisting employees in adapting to changes. 

checklist appraisal A performance evaluation in which a rater 
checks off applicable employee attributes. 

Civil Rights Act of 1866 Federal law that prohibited discrimina- 
tion based on race. 

Civil Rights Act of 1964 Outlawed racial segregation and discrim- 
ination in employment, public facilities, and education. 

Civil Rights Act of 1991 Employment discrimination law that nul- 
lified selected Supreme Court decisions. Reinstated burden of 
proof by the employer, and allowed for punitive and compen- 
satory damage through jury trials. 

Civil Service Reform Act Replaced Executive Order 11491 as the 
basic law governing labor relations for federal employees. 

classification method Evaluating jobs based on predetermined 
job grades. 

code of ethics A formal document that states an organization’s 
primary values and the ethical rules it expects organizational 
members to follow. 

collective bargaining The negotiation, administration, and inter- 
pretation of a written agreement between two parties, at least 
one of which represents a group that is acting collectively, and 
that covers a specific period of time. 

communications programs HRM programs designed to provide 
information to employees. 

comparable worth Equal pay for jobs similar in skills, responsibil- 
ity, working conditions, and effort. 

compensation administration The process of managing a com- 
pany’s compensation program. 

compensation and benefits HRM function concerned with pay- 
ing employees and administering the benefits package. 

compensation surveys Used to gather factual data on pay 
practices among firms and companies within specific com- 
munities. 

competency-based compensation Organizational pay system 
that rewards skills, knowledge, and behaviors. 

comprehensive interview A selection device used to obtain in- 
depth information about a candidate. 

comprehensive selection Applying all steps in the selection 
process before rendering a decision about a job candidate. 

compressed work week schedules Employees work longer days in 
exchange for longer weekends or other days off. 
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conciliation and mediation Impasse resolution techniques using 
an impartial third party to help management and the union to 
resolve the conflict. 

concurrent validity Validating tests by using current employees as 
the study group. 

conditional job offer A tentative job offer that becomes perma- 
nent after certain conditions are met. 

Consolidated Omnibus Budget Reconciliation Act (COBRA) 
Provides for continued employee benefits up to three years after 
an employee leaves a job. 

constraints on recruiting efforts Factors that can limit recruiting 
outcomes. 

construct validity The degree to which a particular trait relates to 
successful job performance, as in IQ tests. 

consumer driven health plan (CDHP) Combines a health plan 
with a high deductible with a health savings account that the 
insured uses to pay for deductibles and medical care. 

content validity The degree to which test content, as a sample, rep- 
resents all situations that could have been included, such as a 
typing test for a clerk typist. 

contingent workforce The part-time, temporary, and contract 
workers used by organizations to fill peak staffing needs or per- 
form work not done by core employees. 

continuous improvement Organizational commitment to con- 
stantly improving quality of products or services. 

controlling Management function concerned with monitoring 
activities to ensure goals are met. 

core competency Organizational strengths that represent unique 
skills or resources. 

core employees An organization’s full-time employee population. 

criterion-related validity The degree to which a particular selec- 
tion device accurately predicts the important elements of work 
behavior, as in the relationship between a test score and job 
performance. 

critical incident appraisal A performance evaluation that focuses 
on key behaviors that differentiates between doing a job effec- 
tively or ineffectively. 

cut score A scoring point below which applicants are rejected. 


decline or late stage The final stage in one’s career, usually 
marked by retirement. 

defined benefit plan A retirement program that pays retiring 
employees a fixed retirement income based on average earnings 
over a period of time. 

defined contribution plan No specific benefit payout is promised 
because the value of the retirement account depends on the 
growth of contributions of employee and employer. 

diary method A job analysis method requiring job incumbents to 
record their daily activities. 

discipline A condition in the organization when employees con- 
duct themselves in accordance with the organization’s rules and 
standards of acceptable behavior. 

dismissal A disciplinary action that results in the termination of 
an employee. 

documentation A record of performance appraisal process out- 
comes. 

domestic partner benefits Benefits offered to an employee’s live- 
in partner. 

downsizing An activity in an organization aimed at creating 
greater efficiency by eliminating certain jobs. 

drug testing The process of testing applicants/ employees to deter- 
mine if they are using illicit substances. 


Drug-Free Workplace Act of 1988 Requires specific government- 
related groups to ensure that their workplace is drug free. 

dues check-off Employer withholding of union dues from union 
members’ paychecks. 


economic strike An impasse that results from labor and manage- 
ment’s inability to agree on the wages, hours, and terms and con- 
ditions of a new contract. 

employee assistance programs (EAPs) Specific programs 
designed to help employees with personal problems. 

employee benefits Membership-based, nonfinancial rewards 
offered to attract and keep employees. 

employee development Future-oriented training that focuses on 
employee personal growth. 

employee handbook A booklet describing important aspects of 
employment an employee needs to know. 

employee monitoring An activity whereby the company keeps 
informed of its employees’ activities. 

employee referral A recommendation from a current employee 
regarding a job applicant. 

employee relations function Activities in HRM concerned with 
effective communications among organizational members. 

Employee Retirement Income Security Act (ERISA) Law passed 
in 1974 designed to protect employee retirement benefits. 

employee training Present-oriented training that focuses on indi- 
viduals’ current jobs. 

employment agencies Assists in matching employees seeking 
work with employers seeking workers. 

employment-at-will doctrine Nineteenth-century common law 
that permitted employers to discipline or discharge employees at 
their discretion. 

encounter stage The socialization stage where individuals con- 
front the possible dichotomy between their organizational 
expectations and reality. 

Equal Employment Opportunity Act (EEOA) Granted enforce- 
ment powers to the Equal Employment Opportunity 
Commission. 

Equal Employment Opportunity Commission (EEOC) The arm 
of the federal government empowered to handle discrimination 
in employment cases. 

Equal Pay Act of 1963 This act requires equal pay for equal work. 

establishment period A career stage in which one begins to search 
for work and finds a first job. 

ethics A set of rules or principles that defines right and wrong 
conduct. 

executive search firms Private employment agency specializing in 
middle- and top-management placements. 

exempt employees Employees in positions that are exempt from 
most employee protection outlined in the Fair Labor Standards 
Act, especially overtime pay. 

expatriate An individual who lives and works in a country of which 
he or she is not a citizen. 

exploration period A career stage that usually ends in the mid- 
twenties as one makes the transition from school to work. 

external career Attributes related to an occupation’s properties or 
qualities. 

extrinsic rewards Benefits provided by the employer, usually 
money, promotion, or benefits. 


fact-finding The technique whereby a neutral third party conducts 
a hearing to gather evidence and testimony from the parties 
regarding the differences between them. 
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Fair Credit Reporting Act of 1971 Requires an employer to notify 
job candidates of its intent to check into their credit. 

Fair Labor Standards Act (FLSA) Passed in 1938, this act estab- 
lished laws outlining minimum wage, overtime pay, and maxi- 
mum hour requirements for most U.S. workers. 

The Family and Medical Leave Act of 1993 (FMLA) Provides 
employees in most organizations the opportunity to take up to 
twelve weeks of unpaid leave for family matters. 

Federal Mediation and Conciliation Service (FMCS) A govern- 
ment agency that assists labor and management in settling 
disputes. 

flexible benefits A benefits program in which employees pick ben- 
efits that most meet their needs. 

flexible spending accounts Allow employees to set aside money 
before payroll taxes to pay for healthcare or dependent care. 

flex time An alternative to traditional “9 to 5” work schedules 
allows employees to vary arrival and departure times. 

forced-choice appraisal A performance evaluation in which the 
rater must choose between two specific statements about an 
employee’s work behavior. 


glass ceiling The invisible barrier that blocks females and minori- 
ties from ascending into upper levels of an organization. 

globalization A process of interaction and integration among the 
people, companies, and governments of different nations, driven 
by international trade and investment, accelerated by informa- 
tion technology. 

golden parachute A financial protection plan for executives in 
case they are severed from the organization. 

graphic rating scale A performance appraisal method that lists 
traits and a range of performance for each. 

grievance procedure A complaint-resolving process contained in 
union contracts. 

Griggs v. Duke Power Company Landmark Supreme Court decision 
stating that tests must fairly measure the knowledge or skills 
required for a job. 

group incentive Motivational plan provided to a group of employ- 
ees based on their collective work. 

group interview method Meeting with a number of employees to 
collectively determine what their jobs entail. 


halo error The tendency to let our assessment of an individual on 
one trait influence our evaluation of that person on other 
specific traits. 

Hawthorne studies A series of studies that provided new insights 
into group behavior and motivation. 

Health Insurance Portability and Accountability Act of 1996 
(HIPAA) Ensures confidentiality of employee health information. 

Health maintenance organization (HMO) Provides comprehen- 
sive health services for a flat fee. 

Holland vocational preferences model Represents an individual 
occupational personality as it relates to vocational themes. 

honesty test A specialized question-and-answer test designed to 
assess one’s honesty. 

host-country national (HCN) A citizen of the host country hired 
by an organization based in another country. 

hostile environment harassment Offensive and unreasonable 
situations in the workplace that interfere with the ability 
to work. 

hot-stove rule Discipline, like the consequences of touching a hot 
stove, should be immediate, provide ample warning, be consis- 
tent, and be impersonal. 
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HR generalist Position responsible for all or a large number of HR 
functions in an organization. 

human resource information system (HRIS) A computerized 
system that assists in the processing of HRM information. 

human resource planning Process of determining an organiza- 
tion’s human resource needs. 


imminent danger A condition where an accident is about to occur. 

implied employment contract Any organizational guarantee or 
promise about job security. 

impression management Influencing performance evaluations 
by portraying an image desired by the appraiser. 

IMPROSHARE An incentive plan that uses a specific mathemati- 
cal formula for determining employee bonuses. 

incidence rate Number of injuries, illnesses, or lost workdays as it 
relates to acommon base of full-time employees. 

individual incentive plans Motivation systems based on individ- 
ual work performance. 

individual interview method Meeting with an employee to deter- 
mine what his or her job entails. 

individual ranking Ranking employees’ performance from high- 
est to lowest. 

individual retirement accounts (IRA) A type of defined contri- 
bution plan with employer contributions. 

initial screening The first step in the selection process whereby job 
inquiries are sorted. 

interest arbitration An impasse resolution technique used to set- 
tle contract 

intergroup development Helping members of various groups 
become a cohesive team. 

internal search A promotion-from-within concept. 

interviewer bias Image created by reviewing materials such as the 
résumé, application, or test scores prior to the actual interview. 

intrinsic rewards Satisfactions derived from the job itself, such as 
pride in one’s work, a feeling of accomplishment, or being part 
of a team. 


job analysis Provides information about jobs currently being done 
and the knowledge, skills, and abilities that individuals need to 
perform the jobs adequately. 

job description A statement indicating what a job entails. 

job design Refers to the way that the position and the tasks within 
that position are organized, including how and when the tasks are 
done and any factors that affect the work such as in what order the 
tasks are completed and the conditions under which the tasks are 
completed. 

job enrichment Enhancing jobs by giving employees more oppor- 
tunity to plan and control their work. 

job evaluation Specifies the relative value of each job in the orga- 
nization. 

job fairs Events attended by employer representatives or recruiters 
with the goal of reaching qualified candidates. 

job rotation Moving employees horizontally or vertically to 
expand their skills, knowledge, or abilities. 

job sharing Two people share one job by splitting the work week 
and the responsibilities of the position. 

job specification Statements indicating the minimal acceptable 
qualifications incumbents must possess to successfully perform 
the essential elements of their jobs. 


kaizen The Japanese term for an organization’s commitment to 
continuous improvement. 
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karoshi A Japanese term meaning death from overworking. 

Kirkpatrick’s model Evaluates the benefits of training for skills that 
are hard to quantify, such as attitudes and behaviors pre-post- 
training performance with control group method Evaluating 
training by comparing pre- and post-training results with in 

knowledge workers Individuals whose jobs are designed around 
the acquisition and application of information. 


labor union Acts on behalf of its members to secure wages, hours, 
and other terms and conditions of employment. 

Landrum-Griffin Act of 1959 Also known as the Labor and Man- 
agement Reporting and Disclosure Act, this legislation protected 
union members from possible wrongdoing on the part of their 
unions. It required all unions to disclose their financial statements. 

late-career stage A career stage in which individuals are no longer 
learning about their jobs nor expected to outdo levels of perfor- 
mance from previous years. 

leading Management function concerned with directing the work 
of others. 

learning organization An organization that values continued learn- 
ing and believes a competitive advantage can be derived from it. 

leased employees Individuals hired by one firm and sent to work 
in another for a specific time. 

legally required benefits Employee benefits mandated by law. 

leniency error Performance appraisal distortion caused by evalu- 
ating employees against one’s own value system. 

lockout A situation in labor-management negotiations whereby 
management prevents union members from returning to work. 


maintenance function Activities in HRM concerned with main- 
taining employees’ commitment and loyalty to the organization. 

maintenance of membership Requires an individual who chooses 
to join a union to remain in the union for the duration of the 
existing contract. 

management The process of efficiently completing activities with 
and through people. 

management by objectives (MBO) A performance appraisal 
method that includes mutual objective setting and evaluation 
based on the attainment of the specific objectives. 

management thought Early theories of management that pro- 
moted today’s HRM operations. 

Marshall v. Barlow’s, Inc. Supreme Court case that stated an 
employer could refuse an OSHA inspection unless OSHA had a 
search warrant to enter the premises. 

McDonnell-Douglas Corp. v. Green Supreme Court case that led to a 
four-part test used to determine if discrimination has occurred. 
medical/physical examination An examination to determine an 

applicant’s physical fitness for essential job performance. 
mentoring or coaching Actively guiding another individual. 
merger Joining ownership of two organizations. 

merit pay An increase in pay, usually determined annually. 

metamorphosis stage The socialization stage during which the 
new employee must work out inconsistencies discovered during 
the encounter stage. 

mid-career stage A career stage marked by continuous improve- 
ment in performance, leveling off in performance, or beginning 
deterioration of performance. 

mission statement A brief statement of the reason an organiza- 
tion is in business. 

motivation function Activities in HRM concerned with helping 
employees exert at high energy levels. 


multinational corporations (MNCs) Corporations with signifi- 
cant operations in more than one country. 

musculoskeletal disorders (MSDs) Continuous-motion disor- 
ders caused by repetitive stress injuries. 


National Institute for Occupational Safety and Health 
(NIOSH) The government agency that researches and sets 
OSHA standards. 

National Labor Relations Board (NLRB) Established to admin- 
ister and interpret the Wagner Act, the NLRB has primary 
responsibility for conducting union representation elections. 

nonexempt employees Employees who are covered by the Fair 
Labor Standards Act, including overtime pay and minimum 
wage provisions of the act. 


observation method A job analysis technique in which data are 
gathered by watching employees work. 

offshoring The process of moving jobs out of one country and in 
to another country. 

online résumés Résumés created and formatted to be posted on 
online résumé or job sites. 

open shop Employees are free to join the union or not, and those 
who decline need not pay union dues. 

ordering method Ranking job worth from highest to lowest. 

organization culture The system of sharing meaning within the 
organization that determines how employees act. 

organization development (OD) The part of HRM that addresses 
system-wide change in the organization. 

organization-wide incentive A motivation system that rewards all 
facility members based on how well the entire group performed. 

organizing A management function that deals with determining 
what jobs are to be done, by whom, where decisions are to be 
made, and how to group employees. 

orientation Activities that introduce new employees to the organi- 
zation and their work units. 

outsourcing Sending work “outside” the organization to be done 
by individuals not employed full time with the organization. 


paired comparison Ranking individuals’ performance by count- 
ing the times any one individual is the preferred member when 
compared with all other employees. 

pay-for-performance programs Rewarding employees based on 
their job performance. 

peer evaluation A performance assessment in which co-workers 
provide input into the employee’s performance. 

Pension Benefit Guaranty Corporation (PBGC) The organiza- 
tion that lays claim to corporate assets to pay or fund inadequate 
pension programs. 

performance-based rewards Rewards exemplified by the use of 
commissions, piecework pay plans, incentive systems, group 
bonuses, or other forms of merit pay. 

performance simulation tests Work sampling and assessment 
centers evaluation abilities in actual job activities. 

perquisites Attractive benefits, over and above a regular salary, 
granted to executives, also known as “perks.” 

planning A management function focusing on setting organiza- 
tional goals and objectives. 

plateaued mid-career Stagnation in one’s current job. 

point method Breaking down jobs based on identifiable criteria 
and the degree to which these criteria exist on the job. 
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point-of-service (POS) Health care plan that includes primary 
care physicians but allows greater flexibility for using services 
out of the network. 

Polygraph Protection Act of 1988 Prohibits the use of lie detec- 
tors in screening all job applicants. 

Position Analysis Questionnaire (PAQ) A job analysis technique 
that rates jobs on elements in six activity categories. 

post-training performance method Evaluating training pro- 
grams based on how well employees can perform their jobs after 
training. 

prearrival stage This socialization process stage recognizes that 
individuals arrive in an organization with a set of organizational 
values, attitudes, and expectations. 

predictive validity Validating tests by using prospective applicants 
as the study group. 

preferred provider organizations (PPOs) Organization that 
requires using specific physicians and health-care facilities to 
contain the rising costs of health care. 

Pregnancy Discrimination Act of 1978 Law prohibiting discrim- 
ination based on pregnancy. 

pre-post-training performance method Evaluating training 
programs based on the difference in performance before and 
after training. 

pre-post-training performance with control group method 
Evaluating training by comparing pre- and post-training results 
with individuals. 

Privacy Act of 1974 Requires federal government agencies to 
make information in an individual’s personnel file available to 
him or her. 

proactive personality Describing those individuals who are more 
prone to take actions to influence their environment. 

professional employer organization Assumes all HR functions 
of a client company by hiring all of its employees and leasing 
them back to the company. 

progressive discipline A system of improving employee behavior 
that consists of warnings and punishments that gradually 
become more severe. 


qualified privilege The ability for organizations to speak candidly 
to one another about employees or potential hires. 

quality management Organizational commitment to continuous 
process of improvement that expands the definition of customer 
to include everyone involved in the organization. 

quid pro quo harassment Some type of sexual behavior is 
expected as a condition of employment. 


Racketeer Influenced and Corrupt Organizations Act (RICO) 
Law passed to eliminate any influence on unions by members of 
organized crime. 

Railway Labor Act Provided the initial impetus to widespread col- 
lective bargaining. 

realistic job preview (RJP) A selection device that allows job can- 
didates to learn negative as well as positive information about 
the job and organization. 

reasonable accommodations Changes to the workplace that 
allow qualified workers with disabilities to perform their jobs. 

recruiter Represent employer to prospective applicants at colleges 
and job fairs. 

recruiting The process of seeking sources for job candidates. 

relative standards Evaluating an employee’s performance by com- 
paring the employee with other employees. 
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reliability A selection device’s consistency of measurement. 

repetitive stress injuries Injuries sustained by continuous and 
repetitive movements of the hand. 

replacement chart HRM organizational charts indicating posi- 
tions that may become vacant in the near future and the individ- 
uals who may fill the vacancies. 

representation certification (RC) The election process whereby 
employees vote in a union as their representative. 

representation decertification (RD) The election process whereby 
union members vote out their union as their representative. 

reverse discrimination A claim made by white males that minor- 
ity candidates are given preferential treatment in employment 
decisions. 

right to work laws Prohibit union membership as a condition of 
employment. 

rightsizing Linking employee needs to organizational strategy. 

role ambiguity When an employee is not sure what work to do. 

role conflicts Expectations that are difficult to reconcile or achieve. 

role overload When an employee is expected to do more than time 
permits. 


Sarbanes-Oxley Act Establishes procedures for public companies 
regarding how they handle and report their finances. 

Scanlon Plan An organization-wide incentive program focusing 
on cooperation between management and employees through 
sharing problems, goals, and ideas. 

scientific management A set of principles designed to enhance 
worker productivity. 

seniority systems Decisions such as promotions, pay, and layoffs are 
made on the basis of an employee’s seniority or length of service. 

sexual harassment Anything of a sexual nature that creates a con- 
dition of employment, an employment consequence, or a hostile 
or offensive environment. 

shared services Sharing HRM activities among geographically dis- 
persed divisions. 

sick building An unhealthy work environment. 

similarity error Evaluating employees based on the way an evalua- 
tor perceives himself or herself. 

simulation Any artificial environment that attempts to closely 
mirror an actual condition. 

social security Retirement, disability, and survivor benefits paid by 
the government to the aged, former members of the labor force, 
the disabled, or their survivors. 

socialization or onboarding A process of adaptation that takes 
place as individuals attempt to learn the values and norms of 
work roles. 

staffing function Activities in HRM concerned with seeking and 
hiring qualified employees. 

strategic human resource management Aligning HR policies and 
decisions with the organizational strategy and mission. 

strengths An organization’s best attributes and abilities. 

stress A dynamic condition in which an individual confronts an 
opportunity, constraint, or demand related to a desire and per- 
ceives the outcome both uncertain and important. 

stressor Something that causes stress in an individual. 

structured questionnaire method A specifically designed question- 
naire on which employees rate tasks they perform in their jobs. 

summary plan description (SPD) An ERISA requirement of 
explaining to employees their pension program and rights. 

survey feedback Assessment of employees’ perceptions and atti- 
tudes regarding their jobs and organization. 
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suspension A period of time off from work as a result of a discipli- 
nary process. 

SWOT analysis A process for determining an organization’s 
strengths, weaknesses, opportunities, and threats. 


Taft-Hartley Act Amended the Wagner Act by addressing employ- 
ers’ concerns in terms of specifying unfair union labor practices. 

team-based compensation Pay based on how well the team 
performed. 

technical conference method A job analysis technique that 
involves extensive input from the employee’s supervisor. 

telecommuting Using technology to work in a location other than 
the traditional workplace. 

Title VII The most prominent piece of legislation regarding HRM, 
it states the illegality of discriminating against individuals based 
on race, religion, color, sex, or national origin. 

training and development function Activities in HRM concerned 
with assisting employees to develop up-to-date skills, knowl- 
edge, and abilities. 

type A behavior Personality type characterized by chronic urgency 
and excessive competitive drive. 

type B behavior Personality type characterized by lack of either 
time urgency or impatience. 


unemployment compensation Employee insurance that provides 
some income continuation in the event an employee is laid off. 

Uniformed Services Employment and Reemployment Rights 
Act of 1994 (USERRA) Clarifies and strengthens the rights of 
veterans to return to their jobs in the private sector when they 
return from military service. 

union Organization of workers, acting collectively, seeking to pro- 
tect and promote their mutual interests through collective bar- 
gaining. 

union security arrangements Labor contract provisions designed 
to attract and retain dues-paying union members. 

union shop Any nonunion workers must become dues-paying 
members within a prescribed period of time. 

upward appraisal Employees provide frank and constructive feed- 
back to their supervisors. 


validity The proven relationship of a selection device to relevant 
criterion. 
vesting rights The permanent right to pension benefits. 


wage structure A pay scale showing ranges of pay within each grade. 

Wagner Act Also known as the National Labor Relations Act of 
1935, this act gave employees the right to form and join unions 
and to engage in collective bargaining. 

Wards Cove Packing Company v. Atonio A notable Supreme Court 
case that had the effect of potentially undermining two decades 
of gains made in equal employment opportunities. 

weaknesses Resources an organization lacks or activities it does 
poorly. 

weighted application form A special type of application form 
that uses relevant applicant information to determine the likeli- 
hood of job success. 

wellness programs Organizational programs designed to keep 
employees healthy. 

whistle-blowing A situation in which an employee notifies 
authorities of wrongdoing in an organization. 

wildcat strike An unauthorized and illegal strike that occurs dur- 
ing the terms of an existing contract. 

work process engineering Radical, quantum change in an organi- 
zation. 

work sampling A selection device requiring the job applicant to 
perform a small sampling of actual job activities. 

Worker Adjustment and Retraining Notification (WARN) 
Act of 1988 Specifies for employers’ notification require- 
ments when closing down a plant or laying off large numbers 
of workers. 

workers’ compensation Employee insurance that provides 
income continuation if a worker is injured on the job. 

workforce diversity The varied personal characteristics that make 
the workforce heterogeneous. 

workplace romance A personal relationship that develops at 
work. 

written verbal warning Temporary record that a verbal reprimand 
has been given to an employee. 

written warning First formal step of the disciplinary process. 
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